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BEFORE IIPLE FEDERAL ELECTION COIMFMISSION 

In the Matter of 

Dole for President, Inc., and 
Robert J. Dole, as treasurer; 
Republican National Committee 
and Alec Poitevint, as treasurer; 
Senator Robert J. Dole 

In the Matter of 

Dole for President, Inc., and 
Robert J. Dole, as treasurer; 
DoleKemp ’96, Inc., and 
Robert I. Dole, as treasurer; 
Republican National Committee 
and Alec Poitevint, as treasurer; 
Senator Robert J. Dole 

lMuR 4969 

MLJRs 4553 and 4671 

GENEWE COUNSEL’S REPORT 

I. ACTIONS RECOMMENDED 

Close the files and issue a Statement of Reasons. 

PII. BACKGROUND 

Matter Under Review (“’1 4969’ was generated from an audit of the Dole for 

President, Inc. (‘‘Primary Committee”) undertaken in accordance with 26 U.S.C. $9038(a) and 

was referred by the Audit Division to the Ofice of General Counsel on June 11, 1999. 

MUR 4671 was generated by a complaint filed by Dr. Rebecca Roczen Cadey. IMLTR 4553 was 

generated by a complaint filed by the Democratic National Committee. 

MUR 4969 was prWnously Audit R e f e d  (“AR”) #99-13. I 
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Ai three MURs raise the issue whether amounts spent by the Republican National 

Committee (“CY) to produce and broadcast a television advertisement campaign, which aired 

between March of 1996 and August of 1996, were an in-kind contributioa to Senator Dole’s 1996 

presidential election campaign. 

In MURs 4553 and 4671, the Commission on February 10, 1998, found reason to believe 

that, because the RNC-funded the advertisement campaign, the RNC made, and the Primary 

Committee received, an in-kind contribution from the RNC. On the same date, the Commission 

adopted an alternative finding of reason to believe that DoleKemp ’96, Pnc. (“General 

Committee”) received an in-kind contribution from the RNC. Consistent with these 

determinations, the Commission also found reason to believe that the RNC, the Primary and 

General Committees, and Senator Robert J. Dole violated provisions of the Federal Election 

Campaign Act of 1971, as amended, 2 U.S.C. $9 $8 431-455 (“the Act”), the Presidentid Primary 

Matching Payment Account Act, as amended, 26 U.S.C. $0 903 1-9042, and the Presidentid 

Election Campaign Fund Act, 26 U.S.C. $9 9001-9013. The Commission approved the issuance 

of subpoenas for documents and testimony as part of the investigation in these matters2 

Relying on information generated from the investigation in MU& 4553 and 4671 and on 

the audit referral materials, on January 12,2000, the Office of General Counsel submitted a First 

General Counsel’s Report in AR #99-13. With respect to the same RNC-hnded media c a m p ~ g ~ ,  

this Office recommended that the Commission find reason to believe that, because of the RNC- 

The office of General Counsel was prepared to move MURs 4553 and 4671 IO the probable cause stage 
and recommended that, in light of the overlapping media expenditure issues, MURS 4553 and 4671 be processed 
2 

togetha With AR #99-13/MuR 4969. 

However, on September 22, 1999, the 
Commission rejected this Office’s recommendations and directed this OEce to hold in abeyance the briefing Of 
MURs 4553 and 4671 pending Commission adon in AR #99-13. 

! 



funded advertisement campaign, the RNC made, and the Primary Committee received, an in-kind 

contribution from the RNC3 Consistent with this recommendation, this Office hrther 

recommended that the Commission open a MUR and find reason to believe that: 

o The RNC violated 2 U.S.C. Q 44la(a)(2)(A)(malring excessive contributions); 2 U.S.C. 

5 441b(a) and 11 C.F.R. 4 102.5(b) (making prohibited contflbutions); and 2 U.S.C. 

3 434@)(4) (improper reporting); 

o The Primary Committee violated 2 U.S.C. 0 44Ia(f) (knowingly accepting excessive 

contributions); 2 U. S.C. 0 44 lb(a) (knowingly accepting prohibited contributions); 

2 U.S.C. $5 44Ia(b)(l)(A) and 441a(f), and 26 U.S.C. 0 903S(a) (exceeding the overall 

expenditure limitation); and 2 U.S.C. $5 434@)(2)(C) and 434@)(4), and 11 C.F.R. 

$9 104.13(a)(l) and 104.13(a)(2) (improper reporting); and 

0 Senator Dole violated 2 U.S.C. 5 44la(f) (knowingly accepting excessive 

contributions); 2 U.S.C. 0 44Ib(a) (knowingly accepting prohibited contributions); and 

This Office’s specific analysis and recornendations vary somewhat between the First General Counsel’s 
Report in MURs 4553 and 4671 and the First General Counsel’s Report in AR #99-13. This Variance is the result 
of both the generation of additional information during the investigation in MURs 4553 and 4671, and intervening 
development of the applicable laws. 

. 3  

Consistent with the Commission’s action and analysis in those audits, the alternative 
finding in MURS 4553 and 4671 that the medta campaign was an in-kind dontribution for the general election was 
not included in the First General Counsel’s Report in AR #99-13. 

repudiating the electioneering messagdclearly identified candidate test. Statement ofReasons o/Vice Chaiman 
Danyl R. Wold and Commissioners Lee Ann Elliott, David M. Mason and, Karl J. Sondstrom On The Audits of 
“Dole for President Committee. Inc. ” (Primoty). “ClintodGore ‘96 Primnry Committee, Inc.. ” “DoleiKemp ‘96, 
Inc. (Genera!). ‘%iintodGore ‘96 General Committee. Inc., ’’ and “ClintodGore Y6 General Election Leg01 and 
Compliance Fund” (June 24,1999)C‘Statement of Reasons”). Thus, while the First General Counsel’s Report in 
MURs 4553 and 4671 included a discussion of the applicability of this test, the First General ComI’S aepOrt in 
AR #99-13 notes that the test has been rejected by the Cornmission, and relied, instead, on the language ofthe Act. 
2 U.S.C. 88 431(8)(A)(i); 431(9)(A)(i) (contribution and expenditure defined to include any laan, advance, deposit, 
gift or other thing of value “made by any person for the purpose of influencing any election for f&ral office”). 

Similarly, on June 24, 1999, a majority of the Commission issued a Stztement of Reasons expliciUy 
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2 U.S.C. $3 441a@)(l)(A) and 441a(f), and 26 U.S.C. 9 9035(a) (exceeding the overall 

expenditure limitation). 

In addition, this Office recommended that, if the Commission concluded that the expenditures for 

the advertisements were not contributions, it should then consider the issue whether the RWC was 

entitled to rely on the more favorable state allocation ratios in connection with certain payments 

for the advertisements which were made through the accounts of state Republican committees. 

On Februmy 2,2000, the Commission voted on this Office's recommendations in 

AX #99-13 with respect to the issue whether, because of the RNC-hnded advertisement 

campaign, the RNC made, and the Primary Committee received, an in-kind campaign contribution 

from the RNC. The Commission, by a 3 to 3 vote, failed to pass a motion to adopt the 

recommended reason to believe findings related to this issue -- i.e., recommendations 2 t h u g h  

11 set forth in the First General Counsel's Report. By unanimous vote, the Commission next 

opened MUR 4969 with respect to AR #99-13. The Commission then considered motions to 

adopt recommendations 2 through 11 with respect to each individual advertisement which was 

part of the RNC-hnded advertisement campaign. These motions failed in each case by a 3 to 3 

vote. 

On February 8, 2000, the Commission considered this Office's alternative 

recommendation to find reason to believe that the RNC improperly relied on more favorable state 

allocation ratios when hnding the advertisement campaign, and therefore violated 11 C.F.R. 

9 106.5(a) and 2 U.S.C. 6 434(b)(4). A motion to adopt that recommendation failed by a 2 to 3 

vote. 
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The Commission has not acted on the remaining recommendations (recommendations 13 

through 15) set forth in the First General Counsel's Report in AR #99-13. Those 

recommendations are that the Cornmission: 

0 Approve the Factual and Legal Analyses attached to the First General Counsels' Report 
(recommendation 13); and 

e Approve the appropriate letters (recommendation 14). 

Process AR #99-13/ MUR 4969 with MURs 4553 and 467l(recommendattion IS); 

m. ~IscussxoN 

As noted above, the reason to believe findings in hauRs 4553 and 4671 are based on the 

same activities, arising from the production and broadcast of the RNC-hnded media campaign, 

upon which reason to believe recommendations 2 through 12 in the First General Counsel's 

Report in AR #99-13/MUR 4969 are based. The Commission's actions in 

AR #99 -13MUR 4969, by which it did not adopt recommendations 2 through 12, therefore 

should control further proceedings in MURs 4553 and 4671. Accordingly, this Office 

recommends that the Commission, in conformance to its decisions in AR #99-13/MUR 4969, take 

no further action in h4lJRs 4553 and 4671, and close the files. 

Despite this Office's recommendation that the Commission take no further action in 

MUIPS 4553 and 4671, we believe that the Commissioners who voted against the 

recommendations of this Office in AR#99-13/MU.R 4969 should issue a Statement of Reasons for 

Mupis 4553 and 467 1, all complaintgenerated matters. See Democratic Congressional 

Campaign Committee v. Federal Election Commission, 831 F.2d 1131, 1132 (D.C. Cir. 1987) 

("when . . . the FEC does not act in conforrnity With its General Counsel's reading of Commission 

precedent, it is incumbent upon the Commissioners to state their reasons why. Absent an 



-6- 

explanation by the Commissioners for the FECs stance, we cannot intelligently determine whether 

the Commission is acting 'contrary to law"' (citation ~mit ted)) .~ 

This Office's general practice is to submit a draft Statement of Reasons to the Commission 

in complaint-generated matters in which the recommended reason to believe findings are rejected 

by a majority vote, but not to submit such a draft in matters in which the recommended reason to 

believe findings fail on a tie vote. In AR #99-13/MUR 4969, recommendations 2 through 12 

were rejected on 3 to 3 votes. In addition, separate motions to adopt recommendations 2 through 

11 with respect to each individual RNC-funded advertisement broadcast in 1996 also failed on 3 

to 3 votes. Since the recommendation to dismiss MURs 4553 and 4671 is based on the 3-3 votes 

in AR #99-13/MUR 4969, we believe that the Commission should prepare the Statement of 

Reasons. 

W. RECOMMENDATIONS 

1 .  In MURs 4553 and 467 1,  take no further action and close the fi!os; 

2. In MUR 4969, close the file; 

3. Issue a Statement ofReasons for MURs 4553 and 4671; and 

4. Approve the appropriate letters. 

(/tienerd Counsel 

Staff Assigned: Peter G. Blumberg 

The Commissioners voting to approve this office's recornendations are not required to issue a statement 4 

of Reasons, but may do so. Likewise, Commissioners are neither required to issue, nor piohibited from issuing, a 
Statement of Reasons for AR #99-131MuR 4969, because the matter was generated from an audit referral, not a 
complaint. 
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FEDERAL ELECTION COMMfSSlON 
WASHINGTON. D C  20463 

EWT CONFEJ't-ENCE 
OF THE AUDIT DI 

ON 
THE DOLE FOR PRESIDENT, INC. 

I. 

In addition to a review of the Committees' expenditures to determine the qualified 
and nonqualified campaign expenses incurred by the campaign, the a d i t  covered the 
following general categories: 

I. ?;he receipt of contributions or loans in excess of the! statutory limitations 
(Findings U.A. and B.); 

2. the receipt of contributions fiom prohibited sources, such as those fioow 
corporations OF labor organizarions; 

3. proper disclosure of contributions &om individuals, political committees 
and other entities, to include the itemization of contributions when 
required, as well as, the completeness and a c c m y  of the infomation 
disclosed; 

4. proper disclosure of disbursements including the itemization of 
disbursements when required, as well as, the completeness and accuracy of 
the information disclosed, 

5. proper disclosure of campaign debts and obligations; 

6. the accuracy of total reported receipts, disbursements and cash balances as 
compared to campaign bank records (Finding 11.D.); 

7. adequate recordkeeping for campaign transactions; 

8. accuracy of the Statement of Net Outstanding Campaign Obligations filed 
by Dole for President, Inc. @FP) to disclose i ts  financial condition and to 
establish continuing matching h d  entitlement; 

9. the Primary Committee's compliance with spending limitations (Findings 
1I.C. and ); and, Attachment i 
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IO. other audit procedures that were deemed necessary in the situation. 

As part of the Commission’s standard audit process, an inventoey of campaign 
records is normally conducted prior to the audit fieldwork. This inventory is conducted 
to determine if the auditee’s records are materially complete and in an auditabie state. 
Based on our review of records presented, fieldwork began immediately. 

Unless specifically discussed below, no material non-compliance was detected. It 
should be noted that the Commission may pursue further any of the matters discussed in 
this memorandum in an enforcement action. 

A. 

Section 9003.2(a)(2) of Title 1 I ofthe Code of Federal Regulations states, 
in relevant part, that to be eligible to receive payments under 1 1 CmZ part 9005, each 
Presidential and Vice Presideotial candidate of a mjor party shall ceptify to ?.he 
Commission that no contributions have or will be accepted by the candidate or his or her 
authorized committee except for contributions solicited for, and deposited to, the 
candidate’s legal and accounting compliance fund, or to make up any deficiency in 
payments received fiom the Fund. 

Section 9034.4@)(3) of Title I 1 of the Code of Federal Regulations states. 
in part, that any expenses incurred after a candidate’s date of ineligibility, as determined 
under 11 CFR 9033.5, are not qualified campaign expenses except for costs associated 
with the termination of political activity to the extent permitted under 11 CFR 
9034.4(a)(3). 

Section 104.3 of Title 1 1 of the Code of Federal Regulations requires 
political committees authorized by a candidate for Federal office to report, for the 
reporting period and the calendar year, total receipts, total disbursements, transfers tQ 
other committees authorized by the Same candidate, and transfers fiorn other committees 
authorized by the same candidate. Further, each authorized committee shall report the 
full name and address of each authorized committee of the same candidate to which a 
transfer is made or from which a m f e r  is received during the reporting period, together 
with the date and amount of such transfer. 

In the process of reconciling DFP’s bank accounts, the Audit staff 
identified a series of transfers between DFP and the Dole - Kemp ‘96 General Committee 
(DK) which were not properly disclosed or itemized. Between October 30 and November 
1, 1996. DFP transferred $2,000,000 to the DK. Without the transfers from DFP, the DK 
bank account statements would have had a balance at Novem 1 996 o $/ &at h men! w e  O f L -  
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approximately ($2,563,375). This balance excludes certificates of deposit used as 
collateral for a line of credit and letters of credit issued in lieu of cash deposits for 
telephone service, credit cards, and other vendors. Although these certificates of deposit 
represent $2,948,077 in DK funds, the balances were not available FO pay checks issued 
by DK. 

In a memorandum dated December 5, 1996, included in its disclosure 
report for the post general election period, DFP stated: 

“In the process of consolidating its primary committee bank accounts, 
transfers totaling $2,000,000 were made from Signet Bank accounts to 
Franklin National Bank. These funds were tramfeered in error to an 
account titled “Dole-Kemp ‘96 Operating Expenses” instead ofthe 
primary account which is titled “Dole for President Opemring Expenses.” 
ahis error was made, discovered, and corrected within this reporting 
period.” 

The account described as “Dole-Kemp ‘96 Opeeating Expenses” was in 
fact titled “Dole for President General Committee,” and, as noted, the transfers occurred 
over a three day period. DFP transferred $500,000 on October 30; $1,250,000 on 
October 3 1 ; and, $250,000 on November 1 for a total of $2,000,000. The transfers. a5 
noted in the memorandum, occlarred between accounts at two different banks. Transfer 
advices from the originating bank identified the name and account number of the 
destination account for each -fer as follows: October 30 - “Dole for PresidenVAC- 
101 6040712,” October 31 - “Bole for President General @rating ExpensedAC- 
1 0 160407 12” and November 1 - “Dole for President Operating expndituxdA6- 
1016040712.’’ Though the account name varied, the account number did not. It was the 
number of the DK operating account. The memorandum that requested the October 3 1 
transfer was found. It was a faxed copy that had been received at the m f e m n g  bank 
and it also identified the transfer’s destination by the DK operating account number. This 
document suggests that no m e  occurad; that the transfeering bank made the $1,250,000 
transfer exactly as requested. Further, no documentation was found to suggest that the 
intended transfer destination for any of the three transfees was other fhan the DK 
operating accsunt. It was also noted that DFP’s general ledger originally classified each 
of the transfers as a “loan.” On December 23,1996, the general ledger entxy 
classifications were changed h o r n  “loan” to “transfer m r . ”  DFP did o p n  a second 
primary operating account, #3000024220, at F d i n  National Bank. According to a 
notation found on the account signam cards, November 4,1996 is listed as the openin 
date and November 6 is the date of the first deposit; both dates are after the last tramsfa. 

1 

f 
Another transfer of S25,OOO was made to DK on November 4,1996. The documentation with that 
transaction suggests that it was intended for account #3000024220, the Franklin National Bank 
account opened by DW on that day. That m f e r  was deposited to DK’s press reimbursement 
account and refunded on January 14, 1997. Documentation surrounding this transaction suggests 
that it was enonmusly credited to DKs account. 

Y Attachment 
Page 3 of 3 i  
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These transfers were reversed when DK transferred $2,000,000 to DFP on 
November 25, 1996. However, in order for DK to accomplish the return of the $2 
million, it was necessary for DFP to repurchase fiom DK certificates of deposits in the 
amount of $1 million. DK had purchased these certificates of deposit from DFP on 
August 30, 1996. They were used to secure letters of credit that served as D K s  
telephone deposits and other security deposits. However when the certificates of deposit 
were repurchased by DFP, one in the amount of $202,000 ($200,000 plus accrued 
interest), had been liquidated. Therefore, DK owes DFP $202,000. That amQUnt is 
reported by DFP as a debt owed to it. 

This issue was discussed with DFP representatives and their response was 
to state that amended disdosure reports would “...be filed to show transfers made in error 
between committees, as well as the reversal of these transfers which were made to correct 
the error.” 

The Audit staff concludes that the transactions described above represent 
loans to and repayment !?om DK by DFP. During the period that the loan was 
outstanding, it was a prohibited contribution.’ Further, DFP made an additional 
contribution to DK when it repurchased certificates of deposit that either secured DK‘s 
deposits, or had been liquidated by DK. 

The Audit sliaffrecommends that, within 60 calendar days of service of this 
memorandum, that DFP: 

File amended Sununary and Detailed Summary pages, schedules A-P for lines 18 and 
19, and B-P for lines 24 and 27 for the Post General period which fully disclose and 
itemize the transfers between DFP and DK. 

Provide documentation that demonstrates the transfers were not contributions from 
DFP to DK for the period that the funds were with DK. Further, documentation 
should be provided to demonstrate that it was permissible for DFP to purchase 
certificates of deposit from DK that were serving as security for deposits required of 
DK. The documentation provided should include, but not be i i i t e d  to, evidence that 
the DFP operating account at Franklin National Bank was open at the time the 
transfers were made; tmnsfer requests which identify the DFP operating account by 
number; an analysis of DK’s security deposit requirements at the time the certificates 

2 In advisory opinion 1992-38, the Commission permitted the Clinton-Gore committee to borrow 
funds from its GELAC to cover short tmn cash flow problems caused by amounts due from the 
Secret Service. That opinion did not permit similar borrowing from a Fedemlly funded primary 
campaign. ?he opinion M e r  requind the amount borrowed to be repaid bom the next 
received from the Secret Service, and full reporting of the transa achrnent 
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of deposit were repurchased by DFP; and, any documentation from Franklin Bank 
which supporrs DFP's contention that the transfers had been ernoneously credited. 

.S Provide any other relevant information regardmg the transfers between DFP and DK 
which would support their contention that the transfers were inadvertent and not 
intentional. 

B. 

Sections 100.7(a)(l), (iii)(A) and (iii)@) of Title 11 of the Code of Federal 
Regulations state, in relevant part, that the term contribution includes anything of value 
such as advances of services made by any person for the purpose of influencing any 
election for Federal office. The term any thing of value includes all in-kind con,ntzibutions. 
Unless specifically exempted under 11 CFR 100.7(b), the provision of Senaces at a 
charge which is less the usual an normal charge for such service is a contribution. If 
services are provided at less than the usual and normal charge, the amount of the in-kind 
contribution is the difference between the usual and normal charge for the services and 
the amount charged to the political committee. Usual and nornod charge for any services 
other than those provided by an unpaid vctlunter, meam the hourly charge for the 
services at a commercially reasonable rate prevailing at the time the services were 
rendered. 

Section 1 10.1 (b)( 1) of Title 1 1 of the Code of Federal Regulations states 
that no person shall make contributions to any candidate, his or her authoAzed political 
committees or agents with respect to any election fm Federal office which, in the 
aggregate, exceed $1,000. 

Section 1 14.9(e) of Title 1 1 of the Code of Federal Regulations states, in 
relevant part, that a candidate who uses an airplane which is owned or leased by a 
corporation not licensed to provide commercial service for travel in connection with a 
Federal election must, in advance, reimburse the coxporntion where regular commercial 
service is available the first c l m  air fare and where no regular commercial service exists, 
the usual charter rats. 

A G u l f . .  IV jet aircraft, personally owned by Mr. William Keck, was 
used by Senator Dole and his campaign for travel h m  Sunday to Friday, May 28 
through June 2,1995. Senator Dole and his campaign st&, according to a DFP 
itinerslyppade at least &e' flights on the ;airplane paying first class airfare for each 

3 The nine trips were Washington, DC to Manchester, NH; Concord, NH to Boston, MA; Boston. 
MA to Chicago, IL; Chicago, IL to San Francko, CA; Sm Francisco. CA to Los Angeles, CA; 
Irvhe, CA to Las Vegas. NV; Las Vega.% NV to Phoenix, U, Phoenix, AZ to Tuscon, AZ; and 
Turcon, AZ to Washington, DC. A second itinrrary suggests that an addirisma1 night with 
passengm oscumd between Santa Monica, CA and Santa Ana, CA(Irvine. CA). 

Attachment ,L, * 
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1 

member of its entourage for each flight leg. The total reimbursed to Mr. Keck was 
$1 7,225.‘ 

DFP believes that these flights were entitled to treatment under 11 CFR 
$ 1 14.9(e) because the airplane functioned as the corporate jet for Coalinga Corp. despite 
the fact that it was privately owned. Patrick Templeton, Washington Representative for 
Coalinga Corp., wrote as follows in response to the Audit staff inquiries of DFP 
concerning these flights: 

“Senator Dole’s campaign travel on an aircraft registered in the name of 
William Keck is properly reimbursable at first class rates. The aircraft 
functioned as the corporate jet for Coalinga Corp., a sub-chapter S 
corporation which is a diversified holding company wholly owned by Mr. 
Keck. The aircraft was registered in Mr. Keck’s name rather than in the 
name of Coalinga Corp., dictated by tax law considerations. If Mr. Keck, 
as a Coalinga employee, or any other Coalinga employee, needed a jet for 
corporate business, they used the aircraft in question. Also, Coalinga’s 
Washington representative traveled on the airrraft every time Senator Dole 
or any other public official traveled on the plane (except in one instance).’ 
The tail numbers of the plane ended with “CC” (N404CC)6 for CoaIinga 
Corp. and has other markings in the cabin that make reference to Coalinga 
Corp.” 

The “Financial Control and Compliance Manual,” an FEC publication 
offering guidance for presidential primary candidates receiving Federal funds, cautions 
that the reimbursement rate for the use of aircraft owned by individds is the usual and 
normal charge for services provided. Usual and normal charges in such instances will 
generally be the equivalent chaner rate for the means of transportation used. 

In order for the use of an airplane to qualify under the provisions of 11 
CFR $1 14.9(e), it must be either owned or leased by a corporation. Coalinga COT. 
through its Washington Representative concedes that the plane was not corporate owned 
or leased. Thus, the use ofthis airplane should have been reimbursed on the basis of 
usual and n o d  cost for a similar charter. 

4 DFP wrote two checks for this flight. The fvsp check was dated May 25,1995, but was made out 
to Coalinga COT. Becau.~ Mr. Ktck personally owned the plane, a second check was requested. 
The date of the check written to Mr. Keck was June 2, 1995. 

None of the itinemrim lists a Coalinga Corp. employee as passenger for the flights made by 
Senator Dole and his staff. 

K 

6 The Audit staff notes that Mr. Keck also owns a small acrobatic airplane with tail registration 
N403CC. 

Attachment 
of 



KaiserAir, Inc.’ quotes an hourly charter rate of $4,500 for the use of a 
similar airplane. In addition to the nine identified flights, four positioning flights are 
included in the calculation of total flight hours. The usual and normal costs of chartering 
this trip was computed by multiplying the advertised hourly charter rate by the total flight 
hours as listed on the KaiserAir itinerary. The airplane flew 26.3 reimbursable hours for 
the campaign and the usual and normal charge should have been $1 18,350 (26.3 hrs. x 
$4,500 pee hr.). DFP paid $17,225 for the use of the airplane and therefore received an 
in-kind contribution from Mr. Keck of$100,125 ($1 18,350 less the already paid $17,225 
and a contribution allowance of $1,000). 

The Audit staffrecornmends that, within 60 days service of this memorandum the 
DFP: 

0 Show that the a c d  charter cost was timely paid and therefore, that it did not receive 
an excessive in-kind contribution, or 

* has r e h d e d  the excessive portion of this contribution, $100,125 to the U.S. 
Treasury. 

e provide any additional relevant information that would show that the flights were 
correctly reimbursed. 

c. 
Section 9035(a) of Title 26 of the Internal Revenue Code states, in part, 

that no candidate shall knowingly incur qualified campaign expenses in excess of the 
expenditure limitation applicable under section 441a @)(I)(,%) of Titie 2. 

Sections 9038.2@)(2)(i)(A) and (ii)(A) of Title 11 of the Code of Federal 
Regulations state, in part, that the Commission may determine that amount(s) of any 
payments made to a candidate from the matching payment account were used for the 
purposes other than to defray qualified campaign expenses. Further, an example of a 
Commission repayment determination under paragraph @)(a) includes determinations 
that a candidate, a candidate’s authorized comittee(s) or agents have made expenditures 
in excess of the limitations set forth in 11 CFR 9035. 

Section 9038.2@)(2)(iii) of Title 1 1 of the Code of Federal Regulations 
states, in part, that the amount of any repayment under this section shall bear the same 

I KaiserAir, Inc. of Oakland, California, which apparently operated L e  airplane for Mr. Keck, is a 
privately owned aircraft management and service company. in addition to overseeing all phases 
of airplane managemen( KaiscrAu offen a charter option for clients who wish to offset operating 
expenses by chanering their aircraft. Attachment ’ 



ratio to the total amount determined to have been used for non qualified campaign 
expenses as the amount of matching funds certified to the candidate bears to the 
candidate’s total deposits, as of 90 day5 after the candidate‘s date of ineligibility. 

Section 9038.2@)(2)(v) of Title 11 ofthe Code of Federal Regulations 
states, in part, that if a candidate or candidate’s authorized committee(s) exceeds both the 
overall expenditure limitation and one or more State expenditure limitations. the 
repayment determination under 1 I CFR 9038.2(b)(2)(ii)(A) shall be based on only the 
larger of either the amount exceeding the State expenditure limitations(5) or the amount 
exceeding the overall expenditure limitation. 

Sections 44 1 a@)( I)(A) and 44 1 a(c) of Title 2 of the United States Code 
state, in part, that no candidate for the office of President of the United States who is 
eligible under Section 9033 of Title 26 to receive payments Erom the Secretary of the 
Treasury may make expenditures in any one state aggregating in excess of the greater of 
16 cents multiplied by the voting age population ofthe state, or $2-00,000 as adjusted by 
the Consumer Price Index. 

Section 106.2(a)( 1) of Title 2 of the Code of Federal Regulations states, in 
relevant part, that for Presidential primary candidates receiving federal matching funds 
pursuant to 1 1 CFR parts 903 1 el seq, expenditures described in 11 CFR 106.2@)(2) shall 
be allocated to a particular State if incurred by a candidate’s authorized committee(s) for 
the purpose of influencing the nomination of that candidate for the ofice of President 
with reespect to that State. An expenditure shall not necessarily be allocated to that state 
in which the expenditure is incurred or paid. In the event that the Commission disputes 
the candidate’s dlocation or claim of exemption for a particular expense, the candidate 
shall demonstrate, with the supporting documentation, that his or her proposed method of 
allocating or claim of exemption was reasonable. 

Section 106.2(b)(l) of Title 2 of the Code of Federal Regulations states, in 
part, that unless otherwise specified under 11 CFR 106.2@)(2), an expenditure described 
in 1 1 CFR 106.2@)(2) and incurred by a candidate’s authorized committee(s) for the 
purpose of Muenchg the nomination of that candidate in more than one State shall be 
allocated to each State on a reasonable and uniformly applied basis. 

Sections 106.2@)(2)(i), (ii), (iii), (iv) and (v) ofaitle 2 of the Code of 
Federal Regulations state, in relevant part, that media costs, mass mailing costs, overhead 
costs less a 1oo/o compliance exemption, special telephone p r o m  costs and polling 
costs are allocable to state spending limitations. 

Section 1 10.8(c)(2) of Title 2 of the Code of Federal Regulations states, in 
part, that the candidate may treat an mount that does not exceed 50% of the candidate’s 
total expenditures allocable to a particular State under 11 CFR 106.2 as exempt 
fundraising expenses, and may exclude this amount &om the candidate’s total 
expenditures attributable to the expenditure limitations for 
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treat 100% of the cost of mass mailings as exempt fundraising expenses, unless the mass 
mailings were mailed within 28 days before the state’s primary caucus. The total of all 
amounts excluded for exempt fundraising expenses shall not exceed 20% of the overall 
expenditure limitation. 

For the 1996 election cycle, the state spending limitation for Iowa was 
$1,046,984 (1 6 cents multiplied by the Iowa voting age population of 2.1 17,000 and 
adjusted for the cost of living by a factor of3.091). DFP reported expenditures allocable 
to Iowa of $I ,040,306.’ The Audit staff reviewed and verified the accuracy of a sample 
of allocable disbursements taken from a detailed itemized schedule of the DFP reported 
Iowa allocable expenditure total. Therefore, the Audit staffaccepted the reported amount 
as accurate with respect to the items included on the schedule and the total amount 
reported as allocable to Iowa. A subsequent review of vendors &om the allocation 
schedule and other vendors receiving Iowa related disbursements, identified additional 
allocable expenses of $142,366: 

The additional allocable disbursements were made to 19 vendors, 18 of 
whom had received other allocable payments and, were listed on DFP’s Iowa expense 
schedule. Almost all the individual disbursements comprising the $142,366 were 
identified as allocable to Iowa on either the DFP’s accounting system or on the 
supporting documentation culled from the vendor files. 

The purpose or characterhtion of the additional allocable expenditures 
are as follows.’’ Assorted Iowa overhead expenditures made to fifteen vendors for such 
things as office supplies, event expenses, office utilities and prinPing totaled $85,638. 
Allocable Iowa polling expenses totaled $41,742. Expenditures of$15,369 were made 
for phone programs and related development costs. 

No apparent pattern was found to the DFP’s failure to include these 
expenses in its reported Iowa expendims subject to the spending limitation. The Audit 
staffnoted that DFP also randomly omitted allocable expenses &om its New Hampshire 
limitation calculation. Additional allocable eirpensea for New Hampshire of 
approximately $267,000 were identified. In a maimer very similar to the Iowa 

8 On an amended report filed July 15, 1997, the DFF’adjjusted this figure by $1.147, reducing the 
allocable Iowa disbursements to $1,039,159. Because no docmenmy suppoe has been provided 
to identify the disbursement or disbursements adjusted, the Audit staffcontinues to recognize the 
earlier reported figure. 

At the close of field w o k  the Audit staff provided the information as outlined in this fmding to 
DFP. ‘Ihis fmding included preliminaq calculation of additional allocable expenditurn made by 
DFP and subject to the Iowa spending limitation. As a result of additional material subsequently 
provided by DFP, the figure for additional allocable expenses w s  reduced. 

A mass mailing credit of $383 was identified and netted against the total additional allocable 
exwnses for Iowa 

9 
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allocations, the majority af the vendors to whom additional allocable disbursements were 
made, had been itemized on DFP’s New Hampshire schedule for other allocable 
expenses. And again, as had occurred in Iowa, the additional allocable expenses were 
generally identified in either the DFP accounthg system or on the supporting vendor 
documentation as expenses allocable to New Hampshire. Ody an over allocation of 
$270,591 for New Hampshire media expenses, identified by the Audit staff, prevented 
DFP from exceeding the spending, limitation for New Hampshire. 

The deficiency in the allocable amount reported by DFP for Iowa was not 
the direct result of a failure o f  DFF’s accounting system. As already noted, most of the 
additional allocable expenses were clearly identified as such on either the supporting 
documentation and in the general ledger. DFP accounting personrd demonstrated a clear 
understanding of what constituted an allocable expense. Because no work papers 
accompanied the schedule of expenses allocated to Iowa, the Audit staff was not able to 
evaluate the procedure used to aggregate the appropriate expenses and therefore cannot 
explain why the DFP failed to properly include these disbursements. 

An over allocation of media expenses for Iowa, though much smaller than 
the one found to have occurred in New Hampshire, was also identified by the Audit M. 
This amount, $14,257, was subtracted &om the additional dlocable amount. The actual 
additional amount subject to the Iowa spending limitation &P applying the 10% 
overhead exclusion and then the 50% fundraising exemption was $59,772. Using the 
accepted reported figrw as the baseline, the Audit staff concluded DFP made 
expenditures chargeable to Iowa spending limitation of $1,100,078 ($1,040,306 + 
$59,772). h u s ,  DFP spent $53,094 in excess of the Iowa spending limitation 
($1,100,078 - $1,046,984). 

The Audit staff recommends that, within 60 days of the service of this 
memorandum, that DFP provide documentation which clearly demonstrates that 
disbursements subject to the Iowa spending limitation did not exceed the limitation. 
Absent such a demonstration, should the amount by which the DFF spending exceeds the 
state limitation for Iowa be greater than the amount that its spending exceeds the overall 
spending limitation, the Audit staff will recommend that the Commission determine that 
the DFP be required to npay the U.S. Treasury $16,326 [$53,094 x 30.751. 

D. 

Sections 434@)(1). (2) and (4) of Title 2 of the United States Code state, 
in part, that a political c~mmittec shall disclose the amount of cash on hand at the 
beginning of the reporting period and the total mount of all receipts and all 
disbursements for the reporting period and the calendar yea. 

“ I  
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The Audit s ta f f s  reconciliation of reported financial activity to hank 
records for the calendar year 1997 revealed the following misstatements: 

1. 

The Committee's beginning cash on hand was overstclted by 
$257,125, the result of reporting discrepancies in prior periods." The correct reportable 
cash on hand was $2,149,139. 

7% 
's; 
ii 

The Committee's reported receipts were understated by $62,077. 
The components of the misstatement are as follows: 

Reporkd Receipts 
Interest Not Reported 
Transfers i b m  GELAC not reported 
Transfers fiom DK not reported 
Vendor refund not reported 
Payroll offset not reported 
Press Rehbursements not reported 
Reconciling Item 

Correct Reportable Receipts 

$404,001 
$13,058 
$1 1,486 
$30,162 
$2,662 
$ 551 
$4,688 
$ (530) $ia!x?l 

$446.(228 - 
3. 

The Committee's reported disbursements were understated by 
$28 1,226. The components of the misstatement are as follows: 

Reported Disbursement $2,152,876 
Transfer to GELAC Not Reprted $ 45,088 
Transfeps to DK Not Reported $1 86,773 
Arithmetic Dismpmcies within Total 
Disbursements Reported $ 46,930 
C l d  check reported void 0 772 
Reconciling Item $ 1,663 $ 282.488 

Correct Reportable Disbursements fiLcuQ2 

I1 The overstatement of beginning cash is the net effect of reponing m r s  in receipts and 
disbursemenas in 1996 and 1995. These discrepancies were not material, owing to the magnitude 
of bank activity for those periods. The Audit W h a s  identified receipts and disbursements In 
1996 which account for approximately $190,000 of the ove 
schedule of the% correctiorns PO DFP. 

c$g.ni# protided a 
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4. 

The reported ending cash on hand at December 3 1,1997 was 
overstated by $475,273, resulting from the misstatements detailed above. The correct 
ending cashonhandwas $181,115. 

The Audit staff recommends that, within 60 calendar days of service of this 
memorandum, the Committee file a comprehensive amended report for calendar year 
1997 correcting the misstatements noted above. In addition, the Audit staffrecommends 
that the Committee amend its most recently filed report to correct the ending cash on 
hand. 

A. 

Section 44la (a)(2)(A) of Title 2 of the United States Code states h part 
that no multicandidate political committee shall make contributions to any candidate and 
his authorized political committees with respect to any election to Federa.! office which, 
in the aggregate, exceed $5,000. Section 441a (a){7)@) states that expenditures made by 
any person in cooperation, consultation, or concert with, or at the request suggestion 
of, a candidate, his authorized political committees, or their agents, shall be considered to 
be a contribution to such candidate. The section then states that the financing by any 
pe~son of the dissemination, distribution, or republication, in whole or in part, of any 
broadcast or any written, graphic, or other form of campaign materials prepared by the 
candidate, his campaign committees, or their authorized agents shall be consided to be 
an expenditure. The purpose, content and timing ofany speech-related expendim 
distinguish ~00rdinated activity that gives rise to a contribution h m  oeher interaction. 
Express a b v m s r  tEiiectloneenng message is not required for expenditims- 
coordinated with candidates and their campaigns to be considered contributions. , _--- ------c____- 

_______- --- 

Section 441a(d) of TitIe 2 of the United Sates Code provides that the 
national c o d t t a e  of a politid party may make a limited amount of “coordinated party 
expendituzes” in connection with the general election campaign of its Presidential 
candidate that are not subject to, and do not count toward, the contribution and 
expendim limitations at 2 U.S.C. $5 441a(a) and (b) including the expenditwe 
limitation for publicly-funded candidates. See also 1 I CFR 6 1 10.7(a)(6). A coordinated 
party expenditure in excess of the 2 U.S.C. §441a(d)(2) limitations would be subject to 
the contribution limitations. 

In detePmining whether specific communications paid for by parties were 
coordinated expenditures subject to the 2 U.S.C. §441a(d Commission d’B 

Page -_.I.z t-f 7 /  
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has considered whether the communication refers to a “clearly identified candidate” and 
contains an “electioneering message” in AdvisoPy Opinions (“AO”) 1984- 15 and 1985- 
14. Section 43 1( 18) of Title 2 of the United States Code defines the term “dearly 
identified“ to mean that the name of the person involved appears, a photograph or 
drawing of the candidate appears; or the identity of the candidate is apparent by 
unambiguous reference. In A 0  1984-15, the Commission stated that the definition of 
‘‘electioneering message” includes statements designed to urge the public to elect a 
certain candidate or party, or which would tend to diminish public support for one 
candidate and garner support for another candidate. Citing A 0  1984- 15, the Commission 
also stated in A 0  1985-14 that “expenditures pursuant to 2 U.S.C. §441a(d) may be made 
without consultation or coordination with any candidate and may be made before the 
party’s general election candidates are nominated.” 

Section lOO.7(a) of Title 11 ofthe Code of Federal Regulations states in 
part that a contribution includes a gift, subscription, loan, advance, or deposit of money 
or anything of value for the purpose of influencing a Federal election. Anydung of value 
includes all contributions in-kind. 

Section 100.8(a)a)(l) of Title 11 of the C d e  of Federal Regulations defines 
an expenditure to include any purchase, payment, distribution, loan, advance, deposit, gifi 
of money or anything of value, made by any person for the purpose of influencing any 
election for federal office. Section IOO.$(a)(l)(iv)(A) of Title 11 ofthe Code of Federal 
Regulations states “anyehing of value” includes in-kind contributions. Section 
104.13(a)( 1) and (2) of Title 1 1 of the Code of Federal Regulations requires that each in- 
kind contribution be reported as both a contribution and an expenditure. 

Section 441a(f) of Title 2 of the United States Code prohibits candidates 
or political committees fiom knowingly accepting any contribution that violates the 
contribution limitations. 

Section 110.8(e) of Title 11 of the Code of Federal Regulations states, in 
part, that a political party may make reimbursements for expenses of a candidate who is 
engaging in party building activities, without the payment being considered a 
contribution to the candidate, and in the case of a presidential candidate, without the 
payment charging to the spending limitation, if: 

e The event is a bona fide party event or appearance; and, 

0 No aspect of the of the solicitation for the event, the setting of the event, and 
the remarks or activities of the candidate in conjunction with the event were 
for the purpose of influencing the candidate’s nomination or election. 

The regulation also states that any such event or appearance occurring 
after January 1 of the election year in which the individual is a candidate is presumptively 
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for the purpose of influencing the candidate’s election. This presumption can be rebutted 
by making a showing to the Commission that the event or appearance was party related. 

Section 9032.9 of Title 11 of the Code of Federal Regulations defines a 
qualified campaign expense as a purchase, payment, distribution, loan, advance, deposit, 
or gift of money or anything of value that is: 

incurred by or on behalf of a candidate or his or her authorized committee 
from the date the individual becomes a candidate through the last day of the 
candidate’s eligibility; 

Q made in connection with his or her campaign for nomination; and, 

0 neither the incurrence nor payment of which constitutes a violation of any law 
ofthe United States or of any law of any State in which the expense is 
incurred or paid. 

An expendim is d e  on behalf of a candidate, including a Vice 
Presidential candidate, ifit is made by: 

an authorized committec or any other agent of the candidate for the purpose of 
making an expenditure; 

0 any person authorized of requested by the candihte, an authorized committee 
of the candidate, or an agent of the candidate to &e the expenditure; or 

a committee which has been requested by the candidate, by an authorized 
committee of the candidate, or by ai agent ofthe candidate to make the 
expenditure, even though such committee is not authorized in writing. 

Section 9035.1(a)(1) of Title 11 of the Code of Fed& Regulations, states, 
in put, that no candidate or his authorizd committees shall knowingly incur 
expenditures in connection with the CandidaEe’s carnpaign for nomination that in the 
aggregate exceed $1 0,000,000 as adjusted under 2 U.S.C. $441a(c). 

Section 44la(b) and (c) of Title 2 of the United States Code makes 
publicly-fungled candidates subject to expenditure limitations. Section 9033(b)(1) of Title 
26 of the United States Code requires that, to he eligible to receive public financing in the 
primary election, a candidate must certify to the Commission that, inter diu, he or she 
and his or her authorized committees will not incur qualified campaign expenses in 
excess of the expendim limitation. Section 441a(f) of Title 2 ofthe United States Code 
prohibits candidates or political committees h m  knowingly making expenditures in 
violation of the primary election expenditure limitation at 2 U.S.C. §441a(b). 

Attachment d 
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Section 9034.4(e) of Title 1 1 of the Code of Federal Regulations provides 
the following rules that apply to candidates who receive public funding in both the 
primary and general election. Any expenditure for goods or services that are used 
exclusively for the primary election campaign are attributed to the prhary committee’s 
expenditure limits; any expenditure for goods or services that are used exclusively for the 
general election campaign are attributed to the general election limits. Polling expenses 
are attributed according to when the results of the poll are received. Overhead 
expenditures and payroll costs are’ attributed according to when the usage occurs or the 
work is performed, except for such costs associated with periods prior to a candidate’s 
nomination when the office is used only by persons working exclusively on general 
election campaign preparations. The costs of a campaign communication that does not 
include a solicitation are attributed based on the date on which the communication is 
broadcast, published or mailed. Media production costs for media communications that 
are broadcast or published both before and after the date ofthe candidate’s nomination 
are attributed 50% to the ppGnary election limits and 50%0 to the general election limits. 
Distribution costs, including such costs as air time and advertising space in newspapers, 
shall be paid for 100% by the primary or general election campaign depending on when 
the communication is broadcast or distributed. Expenditures for campaign-related 
transpomtion, food, and lodging are attributed according to when the travel occurs, 
except travel to and horn the convention is attributed to the general election. The 
relevant date for determining whether an expense is for the primary or general election is 
the candidate’s date of nomination. 

Sections 9034.7(a) and (b) of Title 1 1 of the Code of Federal Regulations 
discuss expenses for travel by any individual, including the candidate, that are related to a 
campaign for nomination for the office of President. It states that expenditures for such 
travel are qualified campaign expenses. The relevant part of the regulation also states that 
stops that incIude any campaign activity, other than incidental contacts, shall be 
considered campaign stops. Campaign activity includes soliciting or receiving 
contributions, or expressly advocating the election or defeat of the candidate. Other 
factors, including the setting, timing and statements or expressions ofthe purpose of an 
event and the substance of the remixks or speech made, will also be considered in 
determining whether a stop is campaign related. 

1. 

By March 3 1,1996, DFP was approaching its spending limitation 
with four and one half month of the primary campaign ahead. At March 3 1, DFP’s 
disclosure reports show that it had incurred expenses applicable to the $30.91 million 
limitation of f29.26 million.” Beginning in April of 1996, DFP substantially reduced its 

12 Reponed figures an taken &om amended disclosure reports dated July 15, 1997. Amounts 
applicable to the spending limitation do not include accounts payable that would increase the 
reported figure; accounts receivable that would reduce the reponed figure; or, adjustments that 
result from the audit. I 
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expenditures. In the period January through March of 1996, DEP reported average 
operating expenditures of $5.83 million per month. In the period April through August 
1996, average monthly operating expenditures were only $1 .08 million. During 1996, 
DFP’s reported cash on hand figure ranged from a high of $4.91 million at the end of 
January, to a low of $65 1,000 at the end of February, and then climbed back to $3.45 
million at the end of June.” Senator Dole secured enough convention delegates in late 
March 1996, to assure his nomination. 

DFP’s reduction in disbursements was accomplished, in part, by 
having the RNC pay primary obligations and report them as coordinated general election 
expenses pursuant to 2 U.S.C. 441a(d); by reducing payroll and moving a number of 
employees and ~ ~ n ~ u l t a n t ~  to the RNC; by ceasing to pay for advertising while the RNC 
launched a major “issue advertising” campaign; ana by ceasing to pay polling expenses 
while the RNC began using DFP’s principal polling vendor. In each of these areas, 
records indicate that the RxdC may have supplemented DFP’s spending. 

The campaign’s likely financial and limitation situation was 
recognized by the RWC as early as January of 1996. In an outline for a January 1996 
Executive Council and Budget Committee Meeting,“ under the heading 
Communications, it was noted that “We have issued a request for proposal to Republican 
consultants to solicit ideas for how we can insulate our nominee-to-be during the April- 
August interregnum. Paid advertising will be the necessary component of our message 
management during this period, supplementing our bracketing and press efforts.” In a 
March 5,1996 memorandum from the RNC Chairman to Republican Leaders quoted in 
the Senate Report (pages 8295 and 8296), the Chairman notes: 

“OUT nominee is likely (but not certain) to be known by the end of 
March. Because of provisions of federal election law, ow nominee 
is likely to be broke and to have reached the spending limit allowed 
by law ... Assuming our nominee has reached the limit, he will not 
be able to air radio and TV spots or conduct much in the way of 
campaign activity mtii the convention in August.” 

other quotes from this memorandum include the following 
passages “ m h e  party (the RNC and our state party organizations) are allowed to run 
issue and generic party advertising, and we have a sizable (though it needs to be bigger) 

13 Due to a shortage in the Residential Primary Matching Payment Account the Treasury was unable 
to pay the full amount certified by the Commission in the early part of 1996 until April, May and 
June. 

14 
. . .  . m, 3 S. Rep. No. 105 - 167, 105th 

Cong., 2d Sess. (March 10, 1998XSenate Report), at 8314 vi Attach me nft 
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budget for that. We are scheduled to begin in April.” Lastly, “the party [could] 
coordinate [its] generic advertising with anybody ... .” 

Finally, in an outline for a Team 100 conference call on April 18, 
1996 (Senate Report pages 8356 and 8357) in which Senator Dole is shown as scheduled 
participant, it is noted that “[tlhe Dole for President campaign and the RNC have been 
integrating our efforts for the past two weeks. All facets of the tmnsition have been 
smooth &om fundraising to political operations to communications.” 

Each of the four expense categories noted (Coordinated 
Expenditures, PayrolI, Media, and Polling) is discussed below. None of the expenses 
discussed below were reported by the RhlC as coordinated expenses pursuant to 2 U.S.C. 
$441 a(d). 

2. 

As noted above, the national party committee of a political party 
may make expenditures in connection with the general election campaign of its nominee 
for the office of President.” Further, some such expenditures may be made before the 
candidate is nominated. The key is that the expenditures must be in connection with the 
candidate’s g e n d  election campaign. In advisory opinion 1984-15 the Commission 
addressed the issue of pimomhation expenditures under 2 U.S.C. 441a(d). In that 
opinion the Commission concluded that the RNC could make expenditures for 
advertising that would be for the purpose of diminishing support for the Democratic 
nominee and garnering support for the eventual Republican nominee. Since the only 
place that a choice between the Republican and Democratic nominees was available was 
the general election, the expenditures were considered to be for that election. The 
opinion notes that &om the party’s perspective the general election can start before h e  
primary season ends if the nominees are apparent. However, it states that the proper 
analytical focus is whether the expenditures for the television advertisements in question 
were made for the purpose of influencing the outcome of the general election. The 
opinion concludes that the ads in question effectively advocate the defeat of a clearly 
identified candidate in the general election and thus have the purpose of influencing the 
outcome of that election. The opinion addresses only media costs. 

During the review of selected DFP vendor accounts, it was noted 
that portions of some billings were not paid by DFP. Further research showed that 
neither DK nor GELAC had paid the amounts, but that the RNC had reported paying 
them as coordinated expenses. Records were requested from bath and the RNC with 
respect to coordmted expenses and a thorough review was perfomed. The records 
establish that DFP expenses totding $936,245 were paid by the RNC. In most cases 
these obligations had been billed to DFP and were submitted to the RNC with a cover 

~~ 

16 In 1996, the coordinated expenditure limitation for the national parry committees on behalf of 
their nominee’s for hsident was 61 1,994.000. The RNC reports incurriOg $1 1,729,438. 
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memorandum from DFP’s Assistant Treasurer requesting that expenses be paid with 
coordinated fwds. 

Examples of DFP expenses paid by the RNC include 
approximately $70,000 to DFP’s ofice equipment and supply. In a number of cases 
these billings were allocated between DFP, DK, and the GELAC, with the DFP portion 
fixher allocated between exempt compliance (not applicable to the spending limitation) 
and operating expenses. The RNC would frequently be asked to pay only the operating 
expense portion of DFP’s share that would otherwise be applicable to the spending 
limitation. Another example is the campaign’s insurance carrier. The RNC paid 
approximately $21,000 that represented 37.5% of the annual premium. The policy ran 
from April 1,1996 to April 1, 1997. Rmty seven and one half percent was four and one 
half months of twelve months. Four and one half months covers through August 15, the 
end of the primary. DFP purchased commercial air line tickets through US Air. The 
RNC paid approximately $130,000 for flights beginning in June 1994 and apparently 
ending with return flights from the convention. The RNC paid about $127,000 for DFP 
telephone service and equipment. The charges for telephone service date back to 
February of 1996 and continue up to the convention. The equipment payments include 
two payments on DFP’s telephone equipment, July and August, totaling $38,608. This 
equipment was eventually sold to DK as a capital asset. (See finding 1U.B. - Telephone 
Equipment Leases and Purchases for further discussion of this subject.) The RNC paid 
approximately $142,000 for Senator Dole’s speech writers and coaches for services 
rendered from May 1996, through the convention. Finally, the RNC paid in excess of 
$1 16,000 for rent, renovations, and related services for DFP’s headquarters. These 
represent portions of the rent for July and the first half of August 1996, and renovations 
in July. 

The expenses are. summarized by type below: 

I Expense Category 1 Total I 
Travel and Event Expenses (including some 

expekes billed to the press) 
Rent 
Overhead 
Speech Writers Bi Coaches 
Telephone Expenses 
poring 
Convention Related Travel and Expenses 
Telemarketing 
Miscellaneous 
Total 

$33 1,153 
1 16,307 
130,428 
142,49 1. 
126,708 
46,844 
27,409 
4,301 

-l!um 
t935.245 

It is noted that the expenses for polling include $44,000 for a 
survey relating to vice presidential selection. The records available do not indicate when 
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the survey was conducted or the results provided. Since it appears likely that such a 
survey would be done in advance of the announcement of the Vice Presidential 
candidate, it is included. 

When the Audit staff reviewed the records maintained by the RNC 
relating to these expenses, a discussion was held with counsel for the RNC. He explained 
that it was the RNC’s position that once Senator Dole was assured of the nomination, it 
was free to begin paying expenses under 2 U.S.C. 441a(d). 

This matter was discussed with DFP repmentatives at the close of 
fieldwork. After that meeting DFP submitted a statement arguing that the expenses were 
proper coordiited expenses and that the analysis explained above is con- to the 
Commission’s own position. Quoting from Advisory Opinions 1984-15 (see discussion 

ommission’s brief in 
, DFP seeks t~ establi e that 

restricts coordinated expenses to a period after the candidate’s nomination and that it is 
not relevant whether the candidate is assured the nomination when the expenses are paid. 
However DFP states that when the coordinated expenses were paid beginning in April, 
Senator Dole was assured the noomination. DFP concludes by stating that the 
expenditures challenged by the Audit staff”were made with an eye toward the general 
election and, regardless of purpose, are as a matter of law coordinated generid election 
expenditures.” 

DFP is correct that expendims may be m d e  before the candidate 
is nominated that are properly considered coordinated expenses. It is further correct that 
the candidate need not be assured his party’s nomination. However, DFP fails to note 
that the election that the expenditure seeks to influence is the determining fxtor. 

. Contrary to DFP’s opinion the purpose ofthe expenditure is important and the standard is 
not an “eye toward the general election.” These expenses were incurred in connection 
with Senator Dole’s campaign for nomination, not the campaign for election. They fall 
squarely within the definition of qualified campaignexpense at 11 CFR $9032.9 and axe 
attributable to the primasy campaign under 11 CFR $9035.1(a)(l). Advisory Opinion 
1984-15 discusses only expenses for television ads, but makes it clear that the election to 
which the expenses relate is the critical factor. These expenses were incurred in 
connection with the primary election, most by the primary principal campaign committee, 
are for primary period expenses, and include no media expenses. They would clearly be 
expenses applicable to the primary spending limitation if paid by DFP. Transfemng the 
unpaid invoices to the RWC does not change the nature of the expenses. 

In addition, Counsel to the RNC submitted an afPidavit in which he 
made the following comments: 

“In March, 1996, the RNC determined that Senator Dole was the 
presuniptive Republican nominee for President. The RNC made this 
determination pursuant to the Republican Party’s rules based on the , , 
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number of delegates Senator Dole had won as ofthat date in the 
Republican primaries, caucuses and conventions. Because Senator 
Dole was the presumptive nominee, the RNC determined that it was 
allowed under the Party’s rules to assist DFP as perrnitted by law.” 

‘;c\ccordingly, between April, 1996 and the Republican National 
Convention in August, 1996, the RNC made a number of 
coordinated expenditures pursuant to 2 U.S.C. 441a(d)(2) on behalf 
of DFP. All of these coordinated expenditures were duly reported to 
the Commission on the RNC’s monthly FEC reporb. Likewise, 
after the Republican National Convention, the RNC made numerous 
coordinated expenditures on behalf of DFP and duly reported these 
expenditures.” 

There is no doubt that by the end of March of 1996, Senator Dole 
was the Republican Party9s presumptive nominee. However, as counsel states these 
expenditures were on behalf of “DFP”, Senator Dole’s primary cmpaign. Further, 
Counsel neglects to take note of the requirement that such expenditures must be in 
connection with the candidate’s general election. 

The Audit staff concludes that $936,245 of the expenses paid by 
the RNC pursuant to 2 U.S.C. 441a (d) are DFP expenses and therefore represent an in- 
kind contribution from the RNC. Ofrkis amount, $38,608 relates to payments on DFP 
telephone equipment and is discussed in more detail in Finding II1.B. - Telephone 
Leases and Purchases, and $1 16,307 is discussed in Finding 1n.C. - Headquarters Rent 
and Security Deposits, leaving a balance of $781,330. Of this amount the overhead 
portions are eligible for a compliance exemption of 17.9% or $39,117. The remaining 
$742,213 is applicable to the spending limitation. 

The Audit staffrecommends that within 60 calendar days of service of this report, 
DFP present evidence demonstrating that expenses paid by the RNC totaliig $781,330 
were properly paid pursuant to 2 U.S.C. 44la(d) and do not represent contributions in- 
kind. The evidence presented should establish that the expenditures were made in 
Connection to Senator Dole’s campaign for election rather than his campaign for 
nomination. Absent such evidence, the Audit staffwill recommend that $781.330 be 
determined to be a contribution h m  the RNC and $742,2 13 ($78 1,330 less a compliance 
exemption) be attributed to DFP’s spending limitation. 

Between January and mid-August of 1996, the number of 
employees on DFP’s payroll ranged from high of227 for the February 15, payroll to 57 
for the May 15, payroll. The largest drops came between 
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employees were dropped and between April 1 and April 15, when 63 employees were 
dropped. On April 15, DFP had only 58 employees. Further research showed that a 
number of the former employees appeared on the RNC’s payroll with no break in 
employment, and that other former employees and conslaltants were paid on a consulting 
basis by the RNC. With few exceptions the consulting payments were reported as in-kind 
transfers to various state parties. Many of these employees and consultants returned ta, 
the campaign payroll with the first DK payroll on August 30,1996 or were paid as 
consultants by DK. 

A March 29,1996 memorandum from RNC Chairman, Haley 
Barbour to DFP Campaign Manager Scott Reed ~ s ? e n a t e R e p o ~ - a ~ 8 3 ~ 0 8 3 ~ l e x p l ~ i n s  
the staffing changes that were occuning: 

“‘In addition to employing Jo-Anne Coe as Deputy Finance 
Chairman and seven former DFP finance personnel, h e  RNC is 
asking a number of former DFP employees and consultants to come 
to work for us as we ramp up our campaign arrd surrogate activities 
in the wake of Senator Dole’s capturing the nomination.’’ 

The memorandum then explains that the new hires will be assigned 
to the Campaign Operations Division and the Smogate Division with one exception 
assigned to the Research Division. The memorandum then goes on to explain: 

“The Smogate Division under Agnes Warfield is responsible for 
developing plans for and implementing surrogate travel for the needs 
of our Finance, Communications and Campaign Operations 
divisions, including the needs of state parties. 

‘‘Among the surrogates will b e ( % % & F o G d  Mrs. Dole, Robin 
Dole, and various others who have served a s e m o g a t e s <  Jo- 
Anne Coe will be our trigger person on mvel requests for the 
Senator, Mrs. Dole and Robin. Requests will go to Jo-Anne from 
Agnes, and once Jo-Anne has notified Agnes’ office the requested 
travel is approved by whichever family member, the Surrogate 
Division will manage these trips. To facilitate matters in that regard, 
we arc bring over six former DFP advance staff ( Hugh Addington, 
Kim Fuller, Matt Mlynerzyk, Patty Karounos, Randy Snow and 
Steve Ross)’~ and three events people who have been working on 

16 Fuller and Ross were paid by the RNC for April and May. ln June. July and the f i t  part of 
August their salaries were allocated between the RNC and DFP. 
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Mrs. Dole’s travel (Tom Doyle, Dave Rettig and Dave West)”. 
Since travel by Sena-Ws. Dole is so cruci-e RwC’s 
fundraising and organizational goals, we are beefing up our 
surrogate operations as never before. 

“All of these people (the six advance staff and three Ivlrs. Dole staff 
but not including Jo-Anne Coe) will report to and work for Agnes 
Warfield. An organizationd structure for the Surrogate Division has .. 

been set up.” 

The memorandum goes on to explain that only the RNC Surrogate 
Division had authority to schedule events or spend money in connection with an RNC 
event. It also states that the law do2not allow smo ates to control events at which they 
appear as surrogates for the w q f t h e  state partie&t goes on to say that dl former 
DFFemplm must report m fait as well as ou paper to the RNC and that “all decisions 
about spending RNC h d s  in association with any event attended by Senator Dole or any 
‘Dole’ smogate must be controlled by the RNC Surrogate Division.” 

In a final paragraph concerning Senator Dole’s travel the 
memorandum explains: 

“While this will require a change from past practices for Senator and 
Mts. Dole, our bringing on Jo-Anne Coe and several former DFP 
travel Staff to work on their travel should make the transition an easy 
and comfortable one for them.” 

With respect to former DFP staff  and corrsultants who were to be 
paid as consultants by the RNC, the memorandum states: 

“As to the former senior DFP consultants and field staff, the plan for 
them is a little more complicated as we need to use most ofthem in 
the field, working with our own RFRs and state parties to update 
Victory ‘96 plans. All 12 (including Bob Ward, who will work on 
polling and opinion research in the building) will work for Curt 
Anderson and the Campaign Operations Division. They will report 
to Curt and work laterally with our RFRs. In tun Curt will assign 
each to work with our RFRs in certain states to help those states: 

“Update Victory ‘96 plans in light of our having a presidential 
nominee; in states with GOP governors, solicit and include the ideas 

17 A search o f  DFP. DK, GELAC, and RNC payroll records indicate that neither Tom Doyle nor 
ave Westwere paid a salary between April I and September 30,. 1996. Tom Doyle was paid 

\\ exp nsc reimbursements during that time by the RNC and one consulting payment on October 2 
and some expense reimbursements by DK. DFP records contain no payments to either individual. 
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and plans ofthe governor and his political operation in the state 
plan; solicit and include the ideas and plans of Republican senators 
and governors in the state plan; hammer out the updated Victory ‘96 
plan by May 15; assist in raising the revenue necessary and 
recruiting the leadership and manpower necessary to implement the 
plan in the state; participate as appropriate in the delegate tracking 
operation to the extent the Committee on Arrangements needs 
assistance: and to do such other tasks in their assigned states as 
necessary. 

“The RNC will pay for the services of these foimer DFP senior 
consultants and field staff to the various state parties a!; an in-kind 
transfer. They will be working with the state parties. Again it is 
crucial for legal as well as operational reasons, that all authority over 
the work this group does rests with Curt Anderson of the RNC. 

“Your former senior consultants will each be assigned to seved  
states. The former DFP field reps will either be assigned to one or 
two states, depending on the size of the states involved.” 

Also, the April 18,1996 Team 1 OQ Conference Gall outline 
referenced earlier (Senate Repost at 8356 and 8357) d e s  note afthe purpose and 
budget of Victory ‘96. It states that “[tlhe purpose of Victory 96 is to elect Bob Dole as 
the next President of the United States”, and that “Victory 96 and Team 100 will be 
working hand in hand to raise the $50 million dollars needed to elect Bob Dole 
president”. Later in the same document it is noted “[a], John mentioned, the Victory 96 
budget is $50 million dollars for the presidentid campaign.” 

The staff who moved the DFP to the RNC falls into three 
groups: Advance S-, Other Employees, and Consultants. Each is discussed below. 

a. Advance Staff 

As the March 29,1996 memorandum cited above explains, 
a number of advance staff members were transferred fiom DFP to the W C .  Those 
persons were to work on Senator and Mrs. Dole’s travel. A review of DFP and RNC’s 
payroll re~ords’~ and Senator Dole’s mvel itineraries indicate that the number of 
employees txansferred to work on DFP travel was 12 plus Jo-Ame Coe who was, 
according to the March 29 memorandum, responsible for scheduling. The 12 staff  
members include 7 of the people mentioned in the memorandum. Of the 12 advance staff  
members, I 1 were on the BFP payroll through March of 1996. Dave Rettig received his 
last DFP salary payment on February 15,1996. All 12 were paid by the RNC beginning 

10 Some payroll and other expenditure information was obtained via subpoena from the RNC. 
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in April, 1996. Jo-Anne Coe was paid on an allocated basis by DFP and the GELAC 
through March of 1996, her salary for the first part of April was allocated between the 
RNC and the GELAC, and then she was paid by the RNC until after the election. She 
then rejoined the campaign payroll. 

The candidate’s travel itineraries establish the extent to 
which employees who had left the DFP payroll continued to provide advance and travel 
services. Those records show that of the 12 advance staffmemhtrs noted, I 1  appeared on 
DFP itineraries on between 11 and 68 days while on the RNC payroll. Another appeared 
only eight times but left the RWC payroll in June and was not paid again by the RNC or 
the Dole campaign. Of the 12 staRmembers in question, two an: shown as trip 
coordinators; three are assigned to the press although most of the: party events attended by 
Senator Dole were closed to the press; three are designated “leap, three are shown as 
contact persons for the trips; and, one is designated “st&”. In most instances these 
functional descriptions appear consistently bot“\ while the person was on the DFP payroll 
and while they were being paid by the RNC. With the exception of the individual who 
left she RNC payroll in June of 1996, each of the advance staff niernb  appeared on 
DK‘s first payroll on August 30,1996. 

During the period April 9 through the Candidate’s arrival in 
San Diego for the convention, DFP’s air mvel records document at least 129 campaign 
flights. At many of the travel destinations, Senator Dole’s schedule included some sort of 
party related event. These included state party conventions, county party events and 
party unity raliies. However, the most numerous party events were the 67 Victory ‘96 
held events at 60 destinations. The first Victory ‘96 event was on April 11, shortly after 
the majority of the 12 employees were placed on the R.NC payroil. In many cases these 
were brief appearances that were often meetings or receptions with small numbers of 
people and, with only four exceptions, were closed to the press.“ Of the 67 events, the 
Candidate attended more than half for 30 minutes or less, and more than half were 
attended by 30 or fewer persons. At only four of the travel destinations were the Victory 
‘96 events the only events shown on the itinerary. In all other cases there was some other 
event including cmpaign events or other party events such as Unity ]Rallies and state 
conventions. 

The regulations cited above state that during the election 
year a candidate’s appearance at party events is presumed to be for the purpose of 
influencing the candidate’s election unless the candidate demommtes otherwise. 
Further, any travel destination that includes both campaign events and non-campaign 
events will be considered to be a campaign destination. The cost of the campaign’s travel 
to such events, including the advance work for that travel, is a qualified campaign 
expense and attributable to the candidate’s spending limitation. The travel discussed 
above relates to trips that, in the majority of cases, included both DFP events and parry 
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sponsored events. In no case has the campaign established that a. travel destination that 
included only party events was not in connection to Senator Dole’s campaign. Further, in 
the case ofthe Victory ‘96 events, the most numerous, the stated purpose of the program 
was to elect Senator Dole President of the United States. Therefore, it is concluded that 
the salary and expenses of the 12 former staff members that were employed by the RNC 
to work on DFP travel represent in-kind contributions from the RNC and that the amount 
is attributable to the DFP spending limitation. Net salary for the 12 staff members is 
$100,384, and expense reimbursements are $35,359, for a total of $135,743. Additional 
amounts may be determined based on information obtained from the RNC under an 
ongoing subpoena, such as gross salaries, other associated payroll costs, and additional 
travel expenses paid to entities other than the traveler such as airlines, hotels, etc. 

b. Other Employees 

In addition to the advance statT, there are seven other staff 
members, including Jo-Anne Coe, who left the DFP payroll at the end of March 1996. In 
all seven cases the individuals’ salaries were being allocated between DFP and the 
GELAC or paid by the GELAC only at the time they received their last salary payment 
from the campaign Three cf the seven individuals were paid joinay by the RNC and the 
GELAC for the first part of April and were paid by the RNC thereafter. The other four 
were paid by the RNC only for all of April and thereafter. Each of these seven 
individuals is listed on a document found in campaign travel files titled “Supplemental 
Sti&%st (Mailroom).” This lislhg is dated September 9,1996 and has columns for 
name, affiliation, disposition, and comment. Under affiliation one ofthe seven 
individuals is described as “ACCOUNTING“ and i s  apparently located at an accounting 
fum and “...not located in this building”. The other six are undeT a heading of “Finance” 
and it is noted that their mail goes to the W C .  Ir was also noted that six of the 
individuals appear on DFP travel itineraries at least once and as many as six times while 
on the RNC’s payroll. None of these individuals appears on the DK payroll, however all 
but one receive their last salary payment from the RNC at the end of November. As 
noted above Jo-Anne Coe returned to the DFP payroll during the winding down period. 
Given the above, it appears that the campaign considered these seven individuals to be 
part of their staff and presumably working on behalf of the campaign. 

Although the March 29 Barbur memorandum cited above 
acknowledges that a number of former DFP h c e  personnel will be employed by the 
RNC, there is no information in that document about their duties. In the case of Jo-Anne 
Coe, it appears that in addition to controlling the travel of Senator and Mrs. Dole, she was 
involved in fundraising for Victory ‘96. She authored an April 1 1,1996 memorandum to 
Chairman Barbow (Senate Report at 836O)discussing a “plan to raise $14 million in hard 
money for Victory ‘96 by solicitations to the Dole for President donors.” As noted earlier 
the stated purpose of the Victory ‘96 program was to elect Senator Dole president. 

Given that the Dole campaign considered these individuals 
to be “Supplemental Staff”, and Jo-Anne Coe’s duties with respect to the Candidate and 
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Mn. Dole’s travel as well as Victory ‘96 fundmising, it is concluded that these 7 
individual’s salaries are contributions in-kind to DFP and are attributable to the spending 
limitation. Net salaries for these seven individuals total $1 18,875. As with the advance 
staff, additional information to be obtained from the RNC will identify gross s a l q  costs, 
other related payroll expenses, and may provide additional information on associated 
expenses. 

C. CORsultants  

Finally there is a group of 12 individuals and vendors who 
were paid on a consulting basis by the RNC, plus Robert Ward who was paid a salary. 
Each of the 12 consultants appears to have been paid through March 1996 by DFP, 5 on a 
salaried basis and 7 as consultants. Beginning in April each was paid a consulting fee 
and expense reimbursements by the RWC. The six individuads who hixi been salaried 
employees of DFP (5 noted above and MR. Ward), also appear on DK’s first payroll on 
August 30,1996. Of the DFP consultants, four are paid c o m d h g  fees and expenses by 
DK, one received a $10,580 fee plus expenses for a survey, and two received only 
expense reimbursements from DK. 

Chaipman Barbow’s March 29,1996 memorandum (Senate 
Report at 835 1 to 8354) discusses these individuals and how the payments made by the 
RNC would be reported. As he states, except for Mr. Ward, these consultants are 
apparently assigned to various states and the payments are, with few exceptions, reported 
as in-kind transfers to state party committees. Chairman Barbour’s memorandum also 
makes it clear that the work that the consultarits will be doing, in large part, relates to 
changes that need to be made in the parties plans to reflect Senator Bole’s becoming the 
party’s appareat nominee. Mr. Ward worked on polling anti opinion research at RNC 
headquarters. 

Given the infomation available and the pattern of other 
expenses apparently shifted to the RNC, it is concluded that the payments to these 12 
consultants and Mr. W a d  are contributions in-kind to DFP,, a d  are attributable to DFP’s 
spending limitation. The salary, consulting payments and expenses for the thirteen 
entities total $175,344 Again infomation obtained from the FUdC may identie 
additional expenses. 

Presented below is a table thElt sulflllLBljzes the infomation 
presented with respect compensation and expenses paid to iformer DFP employees and 
consultants. 
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Addington, Hugh 
Baker, Brian 
Cisnerios. Adrienne 

Garlikov, Andrew 
Karounos, Patricia J 

MlynerczykMat? J 
Rettig, David @ J 
Ross, Steve a' 
Snow, ~ a n r i y  J 

Webber, Jennifer 
Weiss, Jeffery 

Totnl - 
Coe. Jo-Anne 
Gately. Charles 
Guesnier, Kelly 
Miller, Mark 
Rogers, Jana 
Rorh, Royal 
Van Move, Laura 

Fuller. Kim I/ 

Armadoff. Dean 

Doyle, Dave -Marketing 
Resource Group 

Hansen, Beth 
Hesse. Michael 
R e  haaddox Group 
Mahoney t Associates 
Matter, Scott 
McShcrry, Mike 
Murphy, Jam- -JLM Consulting 
Tompkins, Wamn 
Ward, Robert 
Young, Paul 

, Camey,Davc 

Tootal 
Fmna ~ ~ t a l  
v Available records do not permit the sei 

ier DFP Employees and Consdtants 

I I 
Compensation I Expenses I T o t a r  

$135,743 

$24,754 
$15,497 
$15,500 
$1 8,542 
$9.687 

$13,936 
sl222.S 

9110,875 $1 10,815 

$32,481 
$12,761 
$11,491 

$1 1.092 
$10,602 
$8.393 

0 19,717 
$10,840 
$1 7,665 
$1 0,172 
0 1 3,03 7 
$1 1,721 
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Salary and expenses payments made by the RNC were 
discussed with DFP representatives at the close of the audit field work. Subsequently, 
DFP submitted an affidavit fiom RNC Counsel that discussed the expenses in general 
terms. Counsel states ?hat: 

“Between April, 1996, and August, 1996, the I U K  hired a number 
of people who had previously worked for Dole for President, Inc. 
(“DFP”) and employed them in several of the RNC’s divisions. 
These divisions included the Finance and Campaign divisions. 
When the former DFP staff were hired, they went through 
mandatory training sessions on RNC personnel policies and 
election-law compliance. The individuals the RNC employed 
during this time period, including the ex-DFP staff, worked on RNC 
projects that unless allocated to DFP were designed to benefit the 
entire Republican ticket. These projects included fundraising for the 
Victory ‘96 program, which raised funds for the RNC’s federal and 
non-fed& accounts. All RNC staffemployed during this time 
period, including Former DFP staff, reported to RNC personnel in 
their respective divisions.” 

“Between April, I996 and August, 1996, the IuIlC incurred certain 
travel expenses. These expenses were incurred in connection with 
RNC and state and local Republican Party hd~aising and party- 
building events.” 

This explanation lacks any specifics with respect to the 
individuals and vendors noted above, and it does not address how hiring DFP staff to 
handle the candidaee’s travel during the election year and to destinations that include both 
campaign and party events is an RNC expense. Further, it does not address the 
statements in RNC documents that suggest that the Victory ‘96 program was designed to 
elect Senator Dole president. 

The Audit staffrecommends that, within 60 days of service ofthis memorandum, 
DFP present evidence that the individuals and vendors listed above were providing 
services solely for the benefit of the RNC rather than for DFP. Such evidence should 
include detailed descriptions of each payees duties and how those duties relate only to the 
RNC. Absent the presentation of such evidence the Audit staffwill recommend that the 
payments listed totaling $42 1,962 be deterrnined to be in-kind contributions. Further, it 
will be recommended that the amount be attributed to DFP’s spending limitation. 
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A review of media placements and production costs incurred by the 
RNC was undertaken. Three vendors were identified as part of the RNC program: Multi- 
Media Services, Inc. (Multi Media); New Century Media Group, Inc. (New Century); and 
Target Enterprises Ltd.(Target). Each and its role is discussed below. Also, evidence of 
coordination between the RNC and DFP and its agents is presented. Finally, an 
evaluation of the advertisements identified as part of the IuWs media program is 
included. 

DFP paid for no media placements after April 1,1996. Prior to 
that date, it had placed advertising through Multi Media of approximately $4.8 million. 
In a May 16, 199620 News Release (Senate Report at 8319) the IPNC announced that it 
was launching a $20 million issue advocacy advertising campaign to m through the 
Republican National Convention in August of 1996. The News release explains that the 
ads to be run would address “a balanced budget, tax cuts for working families and for 
economic growth, genuine welfare reform and m ~ ~ i n g  power and money away from 
Washington and back to the people and their states and communities.” The first ad was 
to address “Bill Clinton’s many flip-flops and psition changes on balancing the budget.” 
The News Release concludes that: 

“Yesterday, Bob Dole picked up the flag of ow party to carry it to 
victory in the November elections against Bill Clinton. Now the 
Republican National Committee will rally behind his leadership and 
use this issue-advocacy campaig~ to show the difference between 
Dole and Clinton and between Republicans and Democrats on issues 
facing our country, so we can engage full-time hi one of the most 
consequential elections in our history.” 

Records obtained by the Commission from Multi Media establish 
that the ad campaign was focused in 18 states.” A March 18,1996 memorandum from 
Curt Anderson to RNC Chairman Haley Barb~ur (Senate Report at 8336 and 8333) 
explains both the selection ofthe states and the funding of the program. The 
memorandum states that: 

10 Other RNC documents cited above indicate that the media program was to start in April. Multi- 
Media Services, Inc. records show a small number of placements in April. 

Those states are California, Colorado, Florida, Georgia, Iowa, Illinois, Kentucky, Louisiana, 
Michigan, Missouri, Montana, Nevada, New Hampshire, New Mexico, Ohio. Pmsylvania, 
Tennessee, and Washington. In addition a relatively small amount nf TV time was purchased in 
Washington, DC. 
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“The following chart clearly demonsmtes what we already know, 
that any media we place in the torgetpres~dentiul sfapes should be 
piaced through state parties. The average ballot allocations in the 
top 17 furget states is 37% federal - 63% non-federal, this obviously 
contrasts very well with our 65% federal - 35% non-federal 
allocation.” (emphasis added) 

Thirteen of the 18 states eventually included appear on this 
list. 

As noted a chart followed listing each state’s federal-non- 
federal allocation percentage and a calculation of “Federal %’s saved” ofS2.8 million by 
placing ads through the state parties rather than directly through the RNC. The 
memorandum concludes by stating that although working through the state parties was a 
“book keeping hassle”, the RNC’s field staff could insure that they made good on any 
arrangements made with them. 

Another Anderson memomdum to Chairman Barbour, 
dated May 22, 1996. (Senate Report at 4150) also discusse.s the media campaign and its 
purpose. It provides some pros and cons on including and excluding specific markets. It 
then continues: 

“The point that needs to be reiterated is that this plan is based on the 
premise that right now we should k targeting those markets that can 
not be considered core partisan for either p w .  This assumes that 
if, over the course of the summer, we raise the water level for Dole 
support in the must win marginal markets, the hjstorically core 
Republican markets wi!l swing our way. Secondly, the targeted 
swing markets represented are the most difficult must win voters. 
This being the case, it makes sense to vie for these votes now, in the 
hope that DFP can close the deal in the fall. More to the point, 
playing for the swing markets should keep them from moving to 
Core CIiton/Gore.” 

These memoranda clearly establish that this advertising 
campaign was deaiped to influence the Presidential election and explain how the 
disbursements were to be routed. Information obtained from Multi Media documents the 
extent ofthe program in each state. In those records, each of the 18 states and the RNC 
are recorded as separate clients, for example ‘XNC-KY’’ for the air time purchased in 
Kentucky. According to its records, the total amount paid to Multi Media by the eighteen 
state party committees and the RNC is at least 316,490,756. Disclosure reports filed by 
many of these state party comminees suggest that much of the money used to pay Multi 
Media was transferred from the RNC to the state party. This is consistent with the 
discussion in the Anderson March 18,1996 memorandum i d a ve e frst payment RWackmeRL- 
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made by the RNC in 1996 to Multi Media was on May 9, 1996. Prior to this media 
campaign it does not appear that the RNC used Multi Media’s services. 

Another vendor that was apparently part of the RNC media 
effort was New Century. New Century’s President, Don Sipple had also worked for DFP 
until April of 1996. His last payment kom DFP was on April 22,1996, for an invoice 
dated April 1,1996. When he was employed by DFP he was paid under the name 
Strategic Communication, Inc. The RNC paid New Century $668,946. of which 
$396,449 was reported as coordinated expenditures on behalf of DK pursuant to 2 U.S.C. 
441a(d). The fmt coordinated payment, $250,000, was made on July 19, 1996. The 
remaining $272,497 was paid between May 10 and August 22,1996 for consulting, 
media costs, and production costs. The advertisements identified to date as having been 
produced by the RNC for phis advertising effort are associated with New Century Media 
or Mr. Sipple. DK also used New Century’s services in the early part of the general 
election campaign. In fact, New Century shared the loth floor of DFP/DK headquarters, 
the same floor on which Senator Dole’s office was located. Also, beginning on June 1, 
New Century assumed the lease on telephone equipment that had been leased by DFP. 
DK made one consulting payment to New Century in May of 1996 and then numerous 
payments beginning on August 20,1996. New Century’s contract with DK was canceled 
on September 4, 1996 and it ceased operations shortly thereafter. 

A third vendor that appears to have worked OR t!e RNC 
media campaign was Target. The RNC paid Target a total of $8,807,493. Of this amount 
$7,666,508 in payments beginning on August 5, 1996 were reported as coordinated 
expenditures on behalf of DK. The remaining $1,140,985 was paid between May 9, 
1996, and June 25, 1996. Again the RNC does not appear to have used Target’s services 
before that time. This period corresponds with the beginning of the other payments made 
in connection with this advertising campaign. Further, a listing was found in Multi 
Media’s records showing the targeted states and advertisement numbers that correspond 
to one of the ads produced by New Century. The date is July 8,1996 and it was faxed 
from Target. This  along with other Multi Media records establish that Target was 
working with Multi Media on placing the IWC’s ads produced by New Century. Target 
and New Century were also associated during the general election. Target was selected 
by New Century to place advertising for DK. Target continued in this capacity after New 
Century’s contmt was canceled in early September of 1996. 

It is clear from above that the same vendors and consultants 
worked on the media programs for DFP, DK, and the RNC. It is apparent that, at least in 
part, the work was being done simultaneously. For example, DFP records indicate that 
Mr. Sipple was paid by the DFP through April of 1996. His fmt payment from the RNC 
(as New Century) was a check dated May 10,1996 and his first consulting payment was 
dated May 30,1996. DK also paid New Century for consulting in May of 1996. The 
video tapes of the RNC ads carry dates as early as May 5,1996. Given that some time is 
required to plan and create these ads, there is little doubt that his work for DFP and the 
RNC overlapped and he was clearly being paid simultaneously by the RNC and DK. 
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Another example is Multi Media and Target. Multi Media %worked for both DFP and the 
RNC. Multi Media and Target worked together on the RNC media placements, and 
Target worked for both the RNC and DK. Target was selected for the DK work by Mr. 
Sipple who worked for all three entities. Given this close association it would be difficult 
for there not to have been coordination of the projects among the various organizations. 
The Commission has viewed such situations as an indication of coordination pursuant to 
11 CFR $109.1@)(4). 

There is, however, other more direct evidence of 
coordination between the committees. In an undated memorandum from Mr. Sipple to 
Chairman Barbour and Scott Reed, with a copy to Tony Fabrizio, (Senate Report at 8321) 
the RNC ad campaign was discussed. Scott Reed is the Campaign Manager of both DFP 
and DK and Tony Fabrizio did polling for all three entities through Fabrizio, McLaughlin 
and Associates, Inc. and, according to Mr. Sipple is the owner of Multi Media. The 
memo states: 

“As you look at the RNC buy as laid down - essentially we have one 
additional spot to air. Thus, we should be. changing spots around July 10th 
or 1 lth. As per our discussion Wednesday evening. it is my view that 
what we run should have significant force that Clinton and the Democrats 
are compelled to respond. 

“Whether one likes the “Benefits for Illegds’” spot or not - the Dems 
responded. Any time they’re responding t~ ow issues means they are not 
putting money behind a proactive issue of theirs. Ow last spot should 
create this environment as well. 

“I propose we do a spot on the constellation of ethics problems facing 
Clinton and his administration. It should be credibly presented using 
headlines etc. and should include his own quote ‘We will have the most 
ethical adminimtion in histo ry...’ There might be a FBI files piece 
(perhaps Freech [sic]), Whitewater convictions, eight cabinet members 
under investigation, and Travelgate. The purpose of doing this ad would 
be to corned the dots for the American people - to demonstrate a person 
of behavior. Additionally, this is a spot that DHP general shouldn’t get to 
until lade (if at all, in advertising). And it may have the benefit of picking 
up these stories and moving them along as they may ebb in the news 
covexage. 

“Let me know your thoughts.” 

First, this memorandum is seeking input for the RXC: 
advertising campaign from the Campaign Manager of DFP and DK, a clear effort to 

22 The ad entitled “More” dealt with this issue. See the description of 
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coordinate the program and give the campaign a voice in the RNC ad campaign. Second, 
it clearly shows that issues were not the point of the campaign but, as shown by several 
other documents cited above, to influence the outcome of the presidential election. 
Finally, it discusses what the RNC could do that would help the campaign in the fall. It is 
an effort to coordinate the media programs of both the campaign and the RNC, by the 
person who was directing both efforts. 

The mention of the Wednesday meeting i s  also significant. 
Mr. SippIe has testified that: 

“In general terms relating to t!!ese ads, several people would have dinner 
each Wednesday night at the RNC in Haley Barbour’s office to discuss 
Party strategy and the ongoing campaign. The ads were usually part of 
the discussion. These discussions would include the rationale for specific 
ads, timing of when they should air, and targeting. Following those 
meetings I would write, or have other producers write, script treatments. 
These would then be transmitted to Ed Gillespie, who would be in charge 
of obtaining the necessary approvals at the RNC, including that of legal 
counsel’s office. The Wednesday night dinner was usurally attended by 
Haley Barbw, Ed Gillespie, Don Fierce, Joe Gay104 Speaker Gingrich, 
Tony Fabrizio, Fred Steeper, Scott Reed, and myself.” 

Again the campaign is represented at the highest level at 
these meetings establishing coordination b e t ~ t ~ ~  the campaign and the RNC. Also in 
attendance are individuals that are handling polling and media for both the campaign and 
the RNC. 

Another indication of Scott Reed‘s involvement in the 
coordination of the media programs is found in a memorandum from Haley Barbour to 
Curt Anderson (Senate Report at 8320). The memorandum responds to a proposal to 
spend $800,000 on a series of Unity Eventsu Chairman Barbour expresses budgetary 
reservations and then explains: 

“I will reach out to Scott R e d  to ask him to consider whether the Dole 
campaign would wane us to 1) reduce other spending, such as the issue 
advocacy television advertising, by $800,000: 2) significantly increase the 
number and lead time for Victory ‘96 events in order to offset these costs 
(although I am not convinced at t i i s  time that the Victory ‘96 events will 
produce the revenue currently anticipated and budgeted for expenditure 
[sic]: 3) not spend the sum requested foe Unity Events: or 4) consider 
some other alternative. 

23 The Candidate’s travel itineraries show a number of party unity evmnts beginning in late May of 
1996. i., p Attachment - 
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“I have not had a chance to talk to Scott yet, so hold this response close 
until he and I can discuss it.” 

Again it is clearly stated that the media campaign as well as 
other aspects of the RNC’s activities were being coordinated with the Dole campaign. 

Another indication of how closely the campaign and the 
RNC were working can be seen in the Anderson memorandum to Chairman Barbour, 
dated May 22,1996, (Senate Report at 41 50). In that memorandum Anderson states: 

“One of the most impomt things that we will need to monitor is to insure 
that any and all traffic changes be agreed upon by the RNC. This sounds 
basic. but stranger things have happed .  Some of the campaign 
personnel continue to see RNC resources as at their command and 
d i S p O d .  

This language suggests that some of the people involved in 
the advertising effort considered the campaign and RNC resources as a single pool to be 
used to further the campaign. 

Finally, it is  Clem that the Candidate was well aware of the 
RNC’s efforts. In an interview h m  Orlando, Florida with Ted KoppeI on June 6,1996 
(Senate Report at 4 153 and 41 54) he was asked about the campaign king close to the 
spending limitation. In response he explained: 

“Well let me explain how we sort of reached those limits. We had a tough 
primary, as you how.  Seven and eight candidates. And we had to spend 
a lot of money to win the nomination. President Clinton, on the other 
hand had viltually no opposition, but he still gets $10 million in federal 
subsidies, even though he had no real contest. 

“But we can, through the Republican National Comanittee, through what 
we call the Victory ‘96 program, mn television ads and other advertishg. 
It’s called generic. It’s not Bob Dole for president. In fact, there’s an ad 
running now, hopefilly in Orlando, a 60-second spot about the Bob Dole 
stary: Who i s  Bob Dole? What’s he all abut?  Pretty much the same 
p ~ t i o n  that Ted Koppel asked me. So we’ll do that. 

“And then come August, we’ll have about $72 million, as will the 
president, for our campaign for the reminder of August after the 
convention, September, October, up through N~veIlkber 5. So we’ll both 
be equally h d e d  in August.” 

In response to a follow up question about what was meant by 
“generic,” Senator Dole went on to say: 
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“It doesn’t say ‘Bob Dole for president.’ It has my - - It talks about the 
Bob Dole story. It also talks about issues. It never mentions the word 
that I’m - - it never says that I’m running for president. though I hope that 
it’s fairly obvious, since I’m the only one in the picture!” 

The information presented above establishes that the KNC 
advertising effort was closely coordinated with Dole campaign. The same vendors were 
used for the advertising efforts run by the campaign and the RWC, and at times work was 
ongoing simultaneously. As will be established below, and as is shown by some of the 
documents cited above, both committees had the same goal, to elect Bob Dole president. 
Further, it is clear that at least the Campaign Manager was routinely involved in the RNC 
media campaign. His advice was sought on budgetary matters and on ad content, and he 
was included in the RNC’s regular planning sessions. Further, the evidence clearly 
shows that the Candidate was Nly  aware ofthe effort and in at least one case was 
familiar with the ads beiig aired. He was also fully aware that this program was being 
used to keep his campaign going after it had nearly exhausted its spending limitation. 

In addition to the information p m a t e d  above, a review of 
the ads that were produced was undertaken. Video taps of eight ads and a transcript of a 
ninth were obtained. However, with the exception of three ofthe ads, information 
gathered to date, including records of Multi Media, is insufficient to determine which of 
the ads were broadcast. For the three ads that arc h o w  to have been broadcast, records 
are inadequate to determine if the information is complete as to dates and markets. In a 
letter to the Commission, Mdti Media’s attorney states that “[f‘Jurlher, I am told that 
MMSC [Mdti Media] is unable to identify which advertisements were in which 
markets, and when.” However, the information that is available indicates that all of the 
ads produced clearly identify a candidate and have an electioneering message. Each of 
the ads reviewed is discussed below. 

The Stoty 

This is the only 68 second ad that has been identified. As 
noted above in the discussion of Senator Dole’s interview with Ted Koppel, it is 
biographical. The film features both Senator and Mrs. Dole discussing the Senator’s 
upbringing, his military record and war injuries, his recovery fiom those injuries and his 
character. It states that his life experiences have provided him a ‘‘strong moral CO~PSSS’’ 
and describes principles that Senator Dole supports. The narration states: “The principle 
of work to replace welfare, the principle of accountability to stxngthen our criminal 
justice system, the principle of discipline to end wasteful Washington spending.” Senator 
Dole then comes on the screen and says: “It all comes down to values. what you believe 
in, what you sacrifice for, and what you stand for.” At the end is a graphic that reads: 
“Americans take a stand. Work for Welfare. Criminal Justice Reform. End Wasteful 
Spending, Call your elected officials.” This ad concentrates solely on promoting Senator 
Dole as a person and his stand, in general terms, on welfare, the criminal justice system 
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and the budget. In the opinion of the Audit staff, this ad is designed to urge the public to 
support Senator Dole. Although no mention of his candidacy for president is included, as 
Senator Dole said of this ad “ ... I hope that it’s fairly obvious, since I’m the only one in 
the picture!” 

There was apparently some concern at the RNC about this 
ad. In the May 22, 1996 Anderson memorandum to Chairman Barbour cited above, 
(Senate Report at 4150 to 4152) the following appears: 

“We could run into a real snag with the Dole Story spot. Certainly. all the 
quantitative and qualitative research strongly suggests that this spot needs 
to be run. Making this spot pass the issue advocacy test may take some 
doing. We need to involve our attorneys right now, not next Tuesday h e r  
the final spot has been cut. Therefore, we have had all scripts faxed to 
Tom today for his comments. 

“It has been Sipple’s intention to present a finished product (gost focus 
group testing) to Tom and hope for minor revisions. This m y  not work 
with the Dole Story spot.’’ 

Unlike the other ads that were identified, this one appears 
to be derivative of  ads used in the primary, once again suggesting coordination between 
the RNC and the Dole campaign. DFP produced a video that runs approximately 13.5 
minutes entitled “Bob Dole: An American Hero.” Much of R e  Story‘ appears to be 
taken from this video or from the same footage that was used in producing it. Also, DFP 
produced a 60 second spot called An American Hero, that was likewise derivative offBob 
Dole: An American Hero footage. Although none of the films are identical, their 
COminQn origins are obvious. 

More T d k  

This ad shows only President Clinton. It features various 
clips ofthe President commenting on how long it would take to balance the budget. It 
states that for four years the viewer has heard a lot of talk from the president about 
balancing the budget. It concludes with “No wonder Bill Clinton opposes a 
Constitutional Amendment to balance the budget. Talk is cheap. Double-talk is 
expensive. Tell Mr. Clinton to a the Balanced Budget Amendment.” (Emphasis in 
original) 

Run in the presidential election year, this ad appears to 
have been designed to diminish support for President Clinton. 

24 A number of other DFP ads have film footage in eommon with 7’h Story. 
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Even More Talk 

This spot is very similar eo “More Talk” described above. 
The major change is the introductory and concluding narration. It opens with “‘End 
Wasteful Spending.” “Clinton jus can’t do it” and ends with “Clinton opposes a 
Constitutional Amendment to balance the budget. Talk is cheap. Dcsble-talk is 
expensive. Tell Mr. Clinton to StpB his wasteful Washington spnding.” (Emphasis in 
Original) 

Again this ad was apparently intended to diminish support 
for Resident Clinton. 

Surprise 

This is the only ad to fa tam both Senator Dole and 
President Clinton. The ad opens with a graphic and naRitaion saying that three years ago 
Bill Clinton gave us the largest tax increase in history, including a four cent a gallon 
increase on gasoline. Bill Clinton said he felt bad about it. A film clip of the president 
follows whmin he says “People in this room are still mad at me about that budget 
because you think I raised your taxes too much. It might surprise you to know that I 
think I raised t h m  too much too.” The ad closes with p i c m  of both candidates and the 
words “We are surprised, 50 surprise us again. Support Senator Dole’s plan to repeal 
your gas tax. And learn that actions do speak louder than words.’’ 

This ad clearly identifies President Clinton in a negative 
context and Senator Dole in a positive context constituting an electioneering message. 

The Pledge 

This ad opens with a clip of President Clinton promising 
not to raise taxes on the middle class. The announcer says “We heard this dot.” This is 
followed by another clip ofthe President discussing a middle class tax cut. The narration 
then continues with: “Six months later he gave us the largest tax increase in history. 
... Under Clinton the typical American family now pays over %1,5QQ more in Federal 
taxes. A big price to pay for his broken promise. Tell President Clinton you can’t afford 

taxes for more wasteful spending.” Followed by a graphic phat says “Tell 
President Clinton Don’t Veto Republicanr Tax Cuts Again.” 

As with the other ads, this message appears to have the 
purpose of diminishing support for President Clinton in the election yew. 

More 
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“More” opens with the statements that there are more than 
5 million illegal immigrants in the U.S. and that the viewer spends $5.5 billion per year to 
support illegals. The narration then states that: “Under President Clinron spending on 
illegals has gone up, while wages for the typical American worker have gone down.” 
“When efforts were made to stop giving benefits to illegal immigrants Bill Clinton 
opposed them.” Finally a graphic is added to the m t i o n  that says: “Tell President 
Clinton ... Stop giving benefits to Illegals. End Wasteful Washington Spending.” 

While not mentioning Senator Dole or any Republican 
candidate, or the Republican Party, it clearly criticizes President Clintm’s position. This 
criticism appears to be intended to diminish support for the President. 

The opening narration in this ad states: “Compare the 
Clinton rhetoric with the Clinton record.” Statements that follow include: “Clinton 
Record on Welfare. Vetoed welfare reform twice. Vetoed work requirememk for the able 
bodied. Vetoed putting time limits on welfare. Clinton still supports giving welfm 
benefits to illegal immigrants. The Clinton rhetoric has not matched the Clinton record.“ 
A fih clip of the President follows wherein he says “Fool me once, shame ora you. Fool me 
twice, shame on me.” The narration then concludes with ‘Tell President Clinton you 
won’t be fooled again.” 

This ad suggests that the viewer was fooled once when 
President Clinton was elected, but should not be fooled again. A clear attempt to 
diminish support for a clearly identified candidate. 

Stripes 

This ad shows President Clinton jogging, hunting, playing 
golfand riding a bicycle. It opens with the statement: “Bill Clint m... He’s really 
something.” The narration and a graphic then state: “Mr. Clinton cl aims... as 
commander in Chief he is covered by the Soldiers and Sailors Relief Act of 1940 which 
grants automatic delays in law suits against military personnel until their active duty is 
over.” The statement is attributed to the Washington Times of May 22,1996. The 
m t i o n  then continues with: “Active Duty?” “Bill Clinton, he’s redly something.” 

This ad is attempts to create a negative impression 
concerning the President’s character. Such a connotation would clearly serve to diminish 
support for his candidacy. 

This ad is not currently available on video tape. However, 
a transcript reads as follows: Senator Dole is heard saying “Americans are working 
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harder and longer but taking home less. In fact, the typical American family spends more 
on taxes than on food, clothing and housing combined. The American people deserve 
better.” The announcer then states: “Bob Dole’s economic plan will cut taxes 15 percent 
for every single taxpayer. The typical family of four will save over $1,600 a year.” 
Finally, Senator Dole says: “The Dole plan: Americans keep more of what they earn.” 
This  ad is a clear attempt to urge the viewer to support Senator Dole’s candidacy. 
Without a copy of the ad, no description of the film footage accompanying the text is 
possible. 

In each of the ads described above, the apparent purpose is 
to either gamer support for Senator Dole or dhninish support for President Clinton by 
criticizing his actions, his positions on issues, or his character. These ipds appear to 
contain an electioneering message and as was explained were developed in coordination 
with the Dole campaign. Therefore, the media program described represents either an in- 
kind contribution to DFP or an-kind contribution to OK, either as a direct in-kind 
contribution from the RNC or, as coordinated expenditures pursuant to 2 U.S.C. 
§441a(d) that exceed the limitation on those eicpendihues. The amount of the 
contribution is $17,904,238 ($16,498,756 paid to Multi Media + $272,497 paid to New 
Century + S1,I 40,985 paid to Target). 

At the close of the Audit field work the issue of the RNC 
media campaign was discussed with DFP representatives. At h t  time the amount paid 
through the state party commiptees was not b o r n .  Therefore, the amount discussed was 
a fraction of the amount presented above. After that meeting DFP supplied an affidavit 
form RNC Counsel wherein he states: 

“Between April, 1996, and August, 1996, the RNC incurred certain media 
expenses. These expenses included, but were not limited to, issue 
advocacy broadcasts which highlighted certain issues of importance to the 
American people. On information and belief, during this same time period 
the RNC also incurred certain polling expenses in connection with it 
media activity. To my knowledge, none of the IRNC’s media and polling 
expenses dueing this time period or any other time period were directed or 
controlled by any pmon or entity outside of the RNC. All of the WC’s 
public broadcasts and communications during this time were reviewed by 
RNC Counsel’s Office to ensure that they l l l y  complied with all 
applicable laws.” 

This general statement does not change the analysis 
presented above. It does not address the issue of coordination which is not the same as 
direction and control. It also does not address the content of the ads amd the apparent 
electioneering message contained in each one reviewed to date. 
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The Audit staff recommends that, within 60 calendar days of service ofthis 
memorandum, DFP demonstrate that the media program described above does not 
constitute an in-kind contribution &om the RNC to either DFP or DK. The 
demonstration should include evidence that the RNC media program was not coordinated 
with either DFP or DK and that the ads aired did not contain an electioneering message. 
Absent such a demonstration, the Audit staff will recommend that the Commission 
determine that an in-kind contribution in the amount of $17,904,238 has been received by 
DFP or DK. If it is determined that the contribution was received by DFP. the amount 
will be attributed to DFP’s spending limitation. 

5. 

According to DFP representatives, it did no polling after Much of 
1996. A!so, as noted above, Robert Ward was transferred to the WC payroll effective 
beginning in April of 1996. Mr. Ward was employed by DFP to work on polling. Two 
vendors involved in DFP’s polling program were Fabrizio, McLauaughlin & Associates, 
Inc. and Public Opinion Strategies. With the exception of a February 8,1996, $4,000 
payment to Public Opinion Shakgies, and a Janlaary 2,1996, $15,435 payment to 
Fabrizio, McLaughlin & Associates, Inc., the RNC had not reported any 1996 payments 
to these vendors prior to the latter part of March. Between March 20,1996, and the 
Candidate’s nomination on August 14, 1996, Fabrizio, McLaughlii & Associates, hc., 
and Public Opinion Strategies were paid a total of%547,80lU ($519,600 to Fabrizio, 
McLaughlin & Associates, Inc. and $28,201 to Public Opinion Strategies). DFP was 
asked to obtain information fiom knowledgeable campaign officials, vendor 
representatives and the RNC concerning any polling data received during the period April 
1 to August 14,1996. Information was quested concerning any such data received by 
DFP, its officers, employees, or agents from any source whether it was received formally, 
informally, in writing, electronically, or orally. No information has been received. The 
Commission has issued subpoenas requiring the production of the requested information. 

In the absence of the requested material, some information has 
been gathered that suggests that the polling was associated with the Media program 
discussed above. First, it is known that Tony Fabiizio is not only associated with 
Fabrizio, McLaughlin & Associates, Inc., but is also the owner of Multi Media, the firm 
placing the RNC advertising. Also, the documents cited above make reference to 
research and polling as well as focus group testing for the media program. It is likely that 
Fabrido, McLaughli L Associates, Inc. would have handled that work. Finally, in an 
affidavit fiom Counsel to the RNC he states that between April and August of 1996, the 
RNC incurred certain media expenses and “duning this same time period the ?3C also 
incurred certain polling expenses in connection with its media activity.” Absent the 
requested information, and the examination of any associated documentation, and based 

26 Each of the vendors also received payments from the RNC in the general election period. 
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on the information gathered to date, the amounts paid by the RNC appear to be part of the 
cost of its media program on behalf of the Dole campaign. Therefore these polling 
expenses are included among the contributions in-kind from the RNC. 

The Audit staff recommends that, within 60 calendar days of service of this 
memorandum, DFP present evidence to establish that the polling expenses discussed 
above are not in-kind contributions from the RNC to either DFP or DK. The evidence 
submitted should include documentation establishing the subject of each poll, the date 
each poll was conducted, the purpose of the poll, and the distribution of the results of 
each poll whether that distribution was done in writing, orally, or electronically. Absent 
the submission of the requested information and demonstrations, tLle Audit staff will 
recommend that the Commission determine that $547,1101 in polling expenses paid by rhe 
FWC are in-kind contributions &om the RNC to either DFP or DK. If it is detennined 
that the contribution was to DFP, the amount will be added to DFP's expenditures subject 
to the limitation. F d e r  ,it will be recommended that the Commission determine that 
the excessive amount of the contribution is payable to the US Treasury. 

6. 

Primary Expenses Paid as Coordinated Expenses $936,245 
Payroll and Consulting Expenses $421,962 
Media Expenses $1 7,904,238 
Polling Expenses $547,801 
Total Potential RNC Contributions $19,810,246 

Less Contribution Limitation $(5,000) 
RNC Contribution Amount Net of &l5u?zx 

B 

Section 441a(a)(l)(A) of Title 2 of the United States Code states that no 
person shall make contributions to any candidate and his authorized political committees 
with respect to any election for Federal office which, in the aggiegate, exceed $1,000. 

Section 100.7(a)(l) and (a)(l)(ii) of Title 1 I of the Code of Federal 
Regulations srates in part that the term contribution includes the following payments, 
services or other things of value. A gift, subscription, loan (except for a loan made in 
accordance v.i& 1 1 CFR 100.7(b)( 1 l), advance, or deposit of money or anything of value 

26 Should any of these amounts be determined to be contributiom tn DK, the amount 
limitation would be applied, but any unused coordinated expenditure limitation 
would be credited to the contribution amount. 
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made by any person for the purpose of influencing any election for Federal ofice is a 
contribution. 

For purposes of 11 CFR 100.7(a)(l), the term anything of value includes 
all in-kind contributions. Unless specifically exempted under 1 lCFR 100.7(b)(ii), the 
provision of any goods or services without charge or at a charge which is less than the 
usual and ~ o n ~ ~ a l  charge for such goods or services is a contribution. Examples of such 
goods or services include, but are not limited to: Securities, facilities, equipment, 
supplies, personnel, advertising services, membership lists, and mailing lists. 

Section 9003.4(a) of Title 1 1 of the Code of Federal Regulations states, in 
part, that a candidate may incur expenditures before the beghing ofthe expenditure 
report period if such expenditures are for property, services or facilities which are bo be 
used in connection with his general election campaign and which are for use during the 
expenditure report period. 

Section 9002.12(a) of Title 11 of the Code of Federal Regulations states, 
in part, that expenditure report period means, with respect to any Presidential election, 
the period of time which begins on the date on which the major party's presidential 
nominee is chosen and ends 30 days after the Presidential election. 

Sections 9034.4(e)(3), (4), (6) and (7) of Title 26 of the Code of Federal 
Regulations discusse the attribution of expenditures bet wee^ the primary and general 
election spending limitations. In relevant part, it states that: 

0 Expenses for the usage of offices or work perfoxmed on or before the date of the 
candidate's nomination shall be attributed to the primary election, except for 
periods when the office is used only by persons working exclusively on general 
election a p a i g o  preparations. 

0 Expenditures for campaign materials that are purchased by the primary election 
campaign committee and later t r ans fad  to the general election committee shall 
be attributed to the general election limits. Materials transferred to but not used 
by the general election committee shall be attributed to the primary election 
limias. 

e Costs of a solicitation shall be attributed to the primary election or to the GELAC, 
depending OR the purpose of the solicitation. If a candidate solicits funds for both 
the primary election and for the GELAC in a single COEUXWII~C~~~OII 50% of the 
cost of the solicitation shall be attributed to the primary election, and 50% to the 
GELAC. 

0 Expenditures for campainn-related transwrtation, food and lodaka of any - -  - -  
individual, including the candidate, occ&g 
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nomination shall be attributed according to when the travel takes place. If ehe 
travel takes place on or before the dare of the candidate’s nomination, the cost is a 
primary election expense. Travel to and from the convention shall be attributed to 
the primary election. Travel by a person who is working exclusivelg, on the 
general election campaign preparations shall be considered a general election 
expense even if the travel occurs before the candidate’s nomination. (emphasis 
added) 

As previously noted, by March 3 1,1996, DFP reported having only $2 
million in spending limitation remaining, but was four and one half months from the end 
of the primary campaign period. Given this situation ,the Audit staffpedormed a detailed 
review of expenses incurred by the Dole for President Compliance Committee, Inc., 
DoleiKemp ‘96, Inc. and Kemp for Vice President before the Candidate’s August 14,, 
1996 date of ineligibility. The results of those reviews are presented below. 

1. 

The Dole for President Compliance Committee, Inc.(GELAC) 
registered with the Federal Election Commission on February 15,1995. Between 
registration and DOI, the GELAC spent $1,405,245 and shared staff and offices with 
DFP. For the first nine months, the GELAC accepted only contributions that were 
redesignations of contributions initially made to DFP and i n c d  little in the way of 
expenses. In January 1996, GELAC began paying salaries to stafY formerly paid solely 
from DFP fund-raising accounts, and began soliciting direct contributions. These 
solicitations were frequently done jointly with DFP. A review of the GELAC 
disbursements made prior to DOI, identified expenditures of approximately $950,800 that 
were correctly attributed to the GELAC in the primary period. However, expenditures of 
$454,412 attribulable DFP were also identified 

Of the $454,404 in DFP disbursements, salaries accounted for 
$2 10,262 and overhead $1 15,302. Overhead expenses included office supplies, computer 
hardware and software, telephone costs, and charges for other office equipment. Under 
11 CFR 9034.4(e)(3$ these salary and overhead expenses ape primary campaign expenses 
unless it can be demonstrated that they relate to periods devoted exclusively to the 
general election effort. No such showing has been made. The bdance of the primary 
disbursements, $128,839, were for travel, including some expenses related to attending 
the Kepublican National Convention, and the primary share ofjoint solicitation costs. 
Approximately $93,000 of the $128,839 was spent on two fund-raising projects. 

On April 11 and 12, the campaign held a series of hd-raising 
events in Memphis, Tennessee, and Dallas, San Antonio and Houston, Texas, described 
as a compliance trip. All associated costs, including advance travel costs, air charter 
expense, plane catering, ground transportation, press filing center costs and solicitation 
costs, were paid by GELAC. An invitation for the Memphis event contained a joint 
solicitation for DFP and for GELAC. This, along with the fact Y t o er seventy percent &acYmenr . 
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of the contributions received and attributed to these fund-raisers was deposited to primary 
accounts, establish that the events were joint solicitations. As a result, travel costs of 
$57,267, m primary expenses pursuant to 1 1 CFR 9034.4(e)(7). Additionally, half of all 
solicitation costs related to the fund-raisers, $32,603 are DFP expenses pursuant to 11 
CFR 9034.4(e)(6). 

The second instance of a joint solicitation funded by the GELAC 
was a “Lawyers for Dole” event held in Chicago on July 19, 1996. A solicitation device 
for this event requested contributions for both the DFP and the GELAC. This time 45% 
of the receipts attributed to this event, $58,675, were deposited in the p r i v  accounts. 
The GELAC paid $2,887 of the primary share of the solicitation costs. 

At the close of fieldwork, DFP was provided a schedule of 
GELAC expenditures identified as having been made on behalf of DFP. DFP provided 
documentation in response, and where appropriate, adjustments were made the tow 
presented here. 

The Audit staff recommends that, within 68 calendar days of service of this 
memomndum, DFP provide documentation which demonstrates that disbursements in the 
amount of $454,404 made by the GELAC were not DFP expenses pursuant to 1 1 CFR 
9034.4(e). Absent such a demonstpation, the Audit staffwill recommend that the 
Commission determine that these expenses an: attributable to DFP spending limitation 
and that the amount is due to the GELAC. 

2. 

DoleXemp ‘96, Inc.@K) registered with the Federal Election 
Commission on May 3, 1996. DK was permitted to incur general election qualified 
campaign expense prior to the expenditure report provided they were for goods, facilities 
or services which were to be received and used in the expenditure report period. 

Between June 17,1996 and August 14,1996, the beginning of the 
expendim report period, DK spent approximately $416,000. Ofthis amount, $278,562 
was identified as having been for goods, facilities and services used in the primary period. 
included is $71,184 paid for rent and related expenses that is addressed in Finding 111. D. 
Headquartm Rent and Security Deposits. The balance of the pre-expenditure report 
period DK disbursements include: 

0 $58,786 for telephone service, installation, and equipment; 

0 $80,288 for office furniture and equipment; 

Attach m e n l  4 ,. .. .. . . . . . . . 
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0 $36,173 for utilities; 

e $6,588 for collateral materials; 

Q $1 1,552 for HQ security; 

0 $8,550 for supplies; 

Q 

0 $1,255 for miscellaneous expenses. 

$4,186 for convention related expenses, and; 

Accordingly, for the purposes of this finding, DK m d e  primary 
disbursements of $207,378 ($278,562 - $71,184) chargeable to the DFP spending 
limitation. 

/ 

At the close of fieldwork, DFP was provided a schedule of DK 
expenditures identified as having been made on behalf of DFP. DFP provided 
documentaeon in response, and where appropriate, adjustments were d e  to the totali 
presented here. 1 

The Audit staff recommends that, within 60 calendar days of semi& of this 
memorandum, DFP provide documentation which demonsmtes that disbursements d e  
by DK were not primary related. For all other expenses, the d e m o d o n  should 
establish that the goods and services werc used in the E X ~ Z A ~ ~ W  Report Fefiod. For 
office and overhead expenses, the information submitted should demonstrate that the 
facilities were being used by persons working exclusively on the general election (1 1 
CFR 9034.4(e)(3)). Absent such a showhg, the Audit staff will recommend that the 
Commission determine that $207,378 paid by DK ace primary expenses, are attributable 
to the DFP spending limitation, and are due to DK. 

3. 

Kemp for Vice President (KVP) orip;inaliy registered with Federal 
Election Commission on August 7, I996 as the 1996 Vice Presidential Convention 
Expense Committee. Ia an amended statement of organization filed on August 13,1996, 
following the announcement of his selection by Senator Dole as his running mate, the 
name of the committee was changed to reflect the Vice Presidential candidacy of, former 
Secretary, Jack Kemp. 

Authorized committees of Vice Presidential candidates are 
permitted to make expenditures on behalf of the candidate. Such expenditures are made 
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in the interest of furthering the candidate’s campaign for the nomination. However, three 
disbursements made by KVP were identified as in-kind contributions to DFP. 

Two expenditures were made by KVP to purchase campaign 
materials which promoted the DoleKemp ‘96 ticket rather than the vice presidential 
candidacy of Mr. Kemp. A third expenditure was made to a consultant who aided in the 
distribution of the materials. 

For the fmt purchase, the vendor provided two invoices for the 
same sale. Each invoice, otherwise identical, described the materials provided, rally 
signs, arrival tickets and “add’l” arrival tickets, for “Dole” on the first edition and 
“Kemp” on the second. The materials from this order were apparently used at the 
festivities surrounding the candidates anival in San Diego for the convention. A 
photograph of t h i s  event showed a multi-colored Dole Kemp ‘96 rally sign with the 
disclaimer that it had been paid for by Kemp for Vice President. For t h i s  order, KVP 
paid $26,472. KVP made a second disbursement of $49,565 for collateral materials. The 
invoice clearly identified the type items purchased: red and white visors, confetti wan&, 
noise makers, nurf footballs and red and blue pennants all inscribed with “Dole Kemp 
‘96“ and red and blue foam hands inscribed with “Dole Kemp #I.” “Collateral materials 
for Wednesday night, August 14,1996,” the evening that both Senator Dole and 
Secretary Kemp were nominated, was also noted on the invoice. The: third payment of 
$1,200 was macle to a consultant, who oversaw the organization and disbribution of 
materials. for the Republican National Convention. 

AI911 three of the expenditures involved purchases of materials 
which promoted the presidential candidacy of Senator Dole. The timing of the incurrence 
of these obligations, preceding the nomination of either candidate, established that 
Senator Dole’s primary campaign received an in-kind contribution of $77,237 fiom KVP. 

The Audit staff recommends that, within 60 calendar days of service of chis 
memorandum, the DFP provide evidence demonstrating that the disbursements in 
question are for expenses were incurred to influence the campaign for nomination to the 
office of Vice President. Absent this, the Audit staff  will recommend that the 
Commission determine that DFP has received an in-kind contribution &om KVP of 
$77,237, that the contribution exceeds KVP’s contribution limitation by $76,237, and that 
an equal amount is payable to the United States Treasury. 

c. 
Section 1 10.2 (b)( 1) of Title 1 1 of the Code of Federal Regulations states 

that no multicandidate political committee shall make contributions to any candidate, his 
or her authorized political committee or agents with respect to any electi n f Federal 
office which, in the aggregate exceeds $5,000. Attachnierii !‘-- 
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Section 11 0.7(a) of Title 1 1 of the Code of Federal Regulations states that 
the national committee of a political party may make expenditures in connection with the 

campaign of any candidate for President of the United States affiliztcd 
with the party. Such expenditures may not exceed 2 cents multiplied by the voting age 
population of the United States (emphasis added). 

Section 1 16.3(b) of Title 1 1 of the Code of Federal Regulations states, in 
part, that a corporation in its capacity as a commercial vendor may extend credit to a 
candidate provided that the credit is extended i~ the o r d i i  course of the corporation's 
business and the terms are substantially similar to extensions of credit to nonpolitical 
debtors that are of similar risk and size of obligation. 

Section 9035. I(a)(l) of Title 11 of the Code of Federal Regulations states, 
in part, that no candidate or his authorized committees shall knowingly incur 
expenditures in connection with the candidate's campaign for nomination that in the 
aggregate exceed $10,000,000 as adjusted unda 2 U.S.C. $44l(a)(c) 

Section 9034.4(e)(3) of Title 11 of the Code of Federal Regulations, 
attribution of expenditures between the primary and general election limits, states that for 
candidates who receive public funding in both the primary and general elections overhead 
expenses for national and state offices, shall be attributed according to when the usage 
occurs or the work is performed. Expenses for usage of offices or work performed on or 
before the date of the candidate's nomination shall be attributed to the primary election, 
except for periods when the office is used only by persons working exclusively on 
general election campaign preparations. 

1. 

Throughout the course of the primary campaign, DFP entered into 
four lease ageements with NTFC Capital Corporation, Inc. (NTPC). These leases were 
the means by which DFB obtained telephone systems it required for its headquarters and 
various field offices. One of the leases was a capital lease whose provisions called for a 
transfer of ownmhip at its successful completion. The other three leases were 
conventional in nature, the ownership of the systems remained with NTFC. The Audit 
staff  reviewed each lease and found the following problems with three of these leases, 
f648941, #48972 and # 53203. 

2. 

DFP, on March 30,1995, signed a contract with NTFC to lease a 
telephone system. The system provided by this lease was initially installed at the 
headquarters office in Washington, D.C. In the contract, DFB agreed to make seventeen 
payments to NTFC. Title to the telephone system remained with NTFC. In October 

Attachment L/ 
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1995, the lease was amended, the telephone system was divided, and the equipment was 
moved. Some equipment was sent to Iowa and some to Florida.” 

On March 15,1996, DFP moved out of its state headquarters office 
in Tallahassee, Florida. On March 27,1996, technicians arrived to remove the phone 
system, but discovered it missing. 

In early April 1996, DFP contacted NTFC to inquire about a 
possible termination of this padcular lease. NTFC responded with ma lease termination 
proposals; the first was an equipment buyout for $20,100 and the second for $17,400 and 
the return of the system. DFP never accepted either offer. 

It was not until May 8, 1996 that DFP filed a police reporb 
regarding the thefi. No records were found to document when the matter was submitted 
to its insurance carrier. DFP did receive an insurance settlement of $5,000 dated 
November 4,1996. The settlement amount reflects the maximum coverage under DFP’s 
insurauce policy for assets in transit. Although the settlement check was made out jointly 
to DFP and NTFC. DFP deposited the check, and reported It as an offset to expenditures 
subject to the spending limitation. The amount was never forwarded to WTIFC. 

Only 13 of the 17 scheduled payments for the missing system were 
made by DFP; the last payment on June 5,1996. Notes made by DFP on one of NTFC’s 
invoices were as follows: 

“Only paving L4 phone system charge which is 82,500.43. 

“System missing. Will be paid later or system might hme to 
be purchased 

“Florida rent on phone system will be paid at Q later date 
depending if the phone sysrem is located or stolen ” 

While these notes suggest a natural reluctance OQ the part of DFP 
to pay for something that it no longer had in its possession, a settlement with NTFC is 
necessary. 

At the request of the Audit staff, DFP contacted N V C  and 
obtained a statement on this lease. The statement, dated January 12,1998, shows an 
outstanding balance of $27,857. DFP paid 51,093 for d e s ,  use, and property pax on 
January 15,1998, and $10,855 invoiced as monthly rent and saleshe tax on March 5, 
1998. These two payments leave a balance of $15,848 invoiced as equipment buyout. As 
noted above, DFP received $5,000 of this amount firom its insurance company but did not 

~~ 

The Iowa system was later returned to Washington, DC and the lease was assumed by New a7 

Century Media 
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forward it to NTFC. The invoiced amounts do not include the 1.5% per month interest on 
unpaid balances dlowed by the contract. DFP, by failing to either make the required 
payments or formally termimte the lease, has received an extension of credit from NTFC 
outside of the nonnal course of business. This extension of credit constitutes a 
contribution made by NTFC and received by DFP. The amount of the contribution is at 
least $27,857 with $15,848 outstanding. IEs amount is subject to the spending 
limitation, less an allowance for compliance overhead costs. 

DFP sold this telephone system to Dole-Kemp '96 (DK) for 60% 
of $18,200, the value DFP placed on the system, or $ 10,920, and reported the amount as 
an offset to the spending limitation. In July 1997, the DFP repurchased the telephone 
system from DK for 60% of $10,920, the amount that if received the previous year, or 
$6,552. This expenditure was reported as an exempt legal and account cost. 

In summary, BFP received $1Q,920 h m  DK for the period August 
22,1996 through July 27,1997 and stili owes DK $4,368 (the 1996 sales price of 
$10,920 less the 1997 repurchase price, $6,552.) DFP understated expenditures subject to 
the spending limitation by $10,920 when it sold the missing telephone system to DK and 
reported the proceeds as an offset to the spending limitation. The DFP received a 
contribution in the form of an extension of credit &om NTFC of at least $27,857, of 
which $1 5,848 remains outsunding. Of this mount, $18,780 ($27,857 less the insurance 
settlement of $5,000 less a compliance exemption of 17.9% for overhead expenses) is 
subject to the spending limitation. 

On May 30, 1995, DFP signed a capital lease Ipurchase] agreement 
with NTFC Capita! Corporation, Inc. to frnance the acquisition of a telephone system for 
its national headquarters office. DFP a p e d  in this contract to make sixteen payments of 
$19,304 for equipment valued at $273,200. At the completion of the contract, DFP 
would be permitted to purchase the system for one dollar. 

A review of DFP disbursement records found evidence that it made 
13 of the require$ s16 payments to NTFC with portions ofthe last 2, due in May and June 
of 1996, king made by the Dole For President Compliance Committee, Inc. (GELAC). 
The GELAC paid $1,351 and $772 of the twelfth and thirteenth payments respectively." 
Additionally, a review of coordinated expenditures (2 U.S.C. $*la (d)) shows that the 
Republican National Committee [hereafter the RNC] made the fourteenth and fifteenth 
payments due in July and August of 1996.% 

* 
19 

See Finding IILB. 1 .  for other DFP expenses paid by GELAC. 

See Finding M.A. for other excessive conmbutions to DFP from the Republican National 
Committee. 

~ ~ ~ , ! , ~ : ~ i ; i ~ i . , ~ ~ ~ ~ ~  ~ 
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The Audit staff found no evidence that a sixteenth payment was 
made or that DFP exercised its purchase option. In response to our inquiry, DFP 
representatives acknowledged that a payment is currently outstanding and owed to NTFC. 
An invoice for the sixteenth payment (September 1996) was provided by the DFP. The 
Audit staff requested that the DFP obtain a reconciliation of this account from NTFC. On 
an invoice dated January 12,1998, NTFC shows a balance due of $19,305. The 1.5% per 
month interest charge on unpaid balances permitted by the contract is not included." The 
Audit staff concludes that NTFC, by failing to collect this payment from the DFP, has 
extended credit outside the normal come of busimess. As a result, NTFC has made and 
the DFP has received a prohibited corporate contribution ofat least $19,305. 

On August 22, 1996, DFP sold the telephone system to DK. DFP 
valued the system at $282,000 and received 60% of that mount, or $169,208, which was 
used to offset an equal amount of primary expenditures subject to the spending limitation. 
DFP has not explained this higher valuation of the telephone system. As noted earlier, 
the contract valued the telephone system at $273,200. 

The DFP offset a greater amount against &a primary expenditure 
limitation than the facts pennit. DFP inflated the phone system value by $8,800 
($282,000 - $273,200). Also the payments on the lease were eligible for a compliance 
exemption for overhead expenses of 17.9%. n e  amount received fiom DK was not 
charged back in the same ratio. The amount the DFP may offset against its expenditures 
subject to the spending limitation niust be reduced by $5,280 ($8,800 x 60%), plus 
$29,342 ($273,200 x 60% x 17.9%). 

The result of ehe transactions noted above are as follows: an in- 
kind contribution of at least $19,305 from NTFC;3' an in-kind contribution from the RNC 
of $38,608; and an amount due to the GELAC of $2,123. Of hese amounts, $49,290 is 
chargeable to the spending limitation ($60,036 less a 17.9% compliance exemption). 

In a letter dated July 18,1997, a representative of Line Two 
Communications (LTC) agreed to broker the sale of the telephone system for a 
guaranteed minimum price of $1 10,500. This was appmntly agreed to when the letter 
was signed by the Assistant Treasurer for both DFP and DK on July 23,1997. On July 
28.1997. DK deposited a check dated July 24,1997 for $130,000 fmm Telpro, Inc., the 
purchaser of the telephone system. 

Also on July 28,1997, DFP reported repurchasing the telephone 
system from DK for $101,520 ($169,200 x 60%) and reported the pwchase as an exempt 
compliance expense. The Audit &concludes that DFP could not repurchase the 

For late payments the lease allows a charge of 1.5% for each month the late payment is 
ourscanding 

No documentation was found to indicate that DFP received clear title to the telephone system. 

30 

31 
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telephone system. First, DFP has not demonstrated any legitimate winding down purpose 
for the repurchase. Second, the documentation available states that DK had previously 
sold the telephone system to a third party. LTC necessarily negotiated the sale with DK 
and not DFP because DK had purchased DFP’s interest in the system on August 22, 
1996. As already noted, the commitment to sell the equipment was signed on July 23, 
1997. The Telpro, Inc. check, dated July 24, 1997, indicates that the sale was made on 
that date. Consequently, after Jdy 24,1997, DK no longer owned the telephone system 
and could no longer transfer it to DFP. The $130,000 realized fiom the sale of the 
telephone system was transferred to DFP on July 3 1,1997 with the explanation that it had 
been mistakenly deposited to the DK account. DFP reported this transfer as an offset to 
the spending limitation although no portion of the amount had been charged to that 
limitation. Finally, on July 3 1,1997, DFP paid Line Two Communications, Inc. $19,500 
which i s  described as “15% fee for brokering of phone system,.. . .” This payment was 
also reported as an exempt compliance Winding down expense. 

At the conclusion of this sexies of tramsactiom, DFP had made and 
reported exempt compliance expenses of $121,020 and, had received and reported offsets 
to the spending limitation of $130,000, thereby artificially reducing the amount applied to 
the spending litation.’’ DFP purchased an asset h r n  DK that it no longer owned, and 
received a transfer from DK of the proceeds of its sale ofthe asset. These msactions 
need to be reversed by DFP paying DK $8,980 ($130,000-~121,020), and DFP adding 
$130,000 to amounts applicable to its spending limitation. 

4. L!audmm 

The January 12,1998, statement that DFP obtained from NTFC at 
the request of the Audit staff shows an outstanding balance on this lease as well. On June 
1,1996, lease #53203 was assigned tQ New Century Media.” NTFC’s invoice to DFP 
identifies the November 1996 lease payment and a small portion of the October payment 
as outstanding and an obligation of DFP. The outstanding balance is $1,519 excluding 
the 1.5% late fee permitted by the contract. This, like the other unpaid amounts, is an 
extension of credit by NTFC outside its normal come  of business and therefore a 
contribution. The amount of the contribution less a compliance exemption for overhead 
costs ($1,247 ($1,519 less 17.9%)) is applicable to DFP’s spending limitation. 

Presented below is a chart that sumsnariZes the contributions 
received by DFP and the necessary adjustments to the spending limitation: 

As it stands this transaction could result in a taxable gain for DFP on the sale of the telephone 
system in the amount of 88,980. 

New Century Media was the DK media fm for the early part ofthe general election period. It 

11 

11 
.~ 

occupied space in the same building as DFP and D#. 
~t j 1 i e 0 [ , . .:[.. - 
Page of .31 



52 

Due to 
DK 

$10,920 

$(6,552) 
$44368 

Blpk to 
GELAC 

Adjust. 
To The 

$5,000 
$18,780-.- 

$10.920 

when sold in excess of 
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The Audit staff recommends that, with in 60 calendar days of the service of this 
memorandum, DFP provide evidence that: 

NTFC has not made and DFP has not received a contribution in the form of an 
extension of credit outside of NTFC’s normal course of business in the amount of 
$48,681 of which $36,733 remains outstanding, and that DFP is not obligated to pay 
interest on this amount at the rate of 1.5% per month. 

The RNC has not made an in-kind conttibution to DFP in the amount of $38,608 
representing two installments on DFP’s telephone system. 

It should not pay DK $1 8,628 related to the sale, r egurcb ,  and valuation of two of 
the telephone systems discussed above. Absent such a showing, DFP should transfa 
an equal amount to DK. 

The GELAC did not improperly pay expenses on behalf of BFP in the amount of 
$2,123. Absent such a showing, DFP should m f e r  an equal amount to the GELAC. 

It has not understated expenditures subject to the spending limitation by $249,858. 
Absent such a showing, DFP should amend it disclosure reports to reflect the 
additional amount. 

C. 

Section 441a (a)(2)(A) of Title 2 of the United States Code states that no 
rnulticandidate political committee shall make contributions to my candidate and his 
authorized political committees with respect to any election to federal office which, in the 
aggregate exceed $5,000. 

Section 9004.4@)(7) of Title 1 1 of the Code of Fedepsll Regulations states, 
in part, that payments to other committees authorized by the same candidate for a 
different election are not qualified campaign expenses. 

Section 9Q35.1(a)( 1) of Title 11 of the Code of Federal Regulations, states, 
in part, that no candidate or his authorized comminees shall knowingly incur 
expendims in connection with the candidate’s campaign for nomination that in the 
aggregate exceed $1O,OQO,OOO as adjusted under 2 U.S.C. $44la(c). 

Section 9034.4(e)(3) of Title 1 1 of the Code of Federal Regdations states, 
in part, that overhead expenditures incurred in connection with national campaign offices, 
shall be attributed according to when the usage occurs. Ex~enses for usage of ofices on 
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or before the date of the candidate’s nomination shall be attributed bo the primary 
election, except for periods when the office is used only by persons working exclusively 
on general election campaign preparations. 

In February 1995, DFP leased ofice space from Union Center Plaza 
Associates Washington, D.C. for its national headquarters. DFP’s rent between March 1, 
1995 and May 31, 1996 was $28,382 per month. DFP expanded the office space it 
occupied in June 1996 and again in July. The rent owed by DFP rose to $48,677 for June 
1996 and to $96,275 for July and August.” In the review of the headquarters rent, three 
problems were identified. Rent due from the DFP was partially offset by others. 
C o m a i o n  work and miscellaneous headquarters expenses incurred prior to the date of 
ineligibility were not paid by DFP. Security deposits paid by DFP were not correctly 
paid or assigned. 

Between May and August 1996, a portion DFP’s rent obligation was paid 
by other committees. The amounts paid for May, June, July and August 1996 were 
$1,987, S 1,947, $8 1,485 and August $351 30 respectively. Dole For President 
Compliance Committee, Inc. (GELAC) paid $3,934 for rent in May and June. Dole 
Kemp ‘96 (DK) paid rent of $29,110 in July. The Republican National Committee 
(RNC) paid pent of $52,375 in July and $35,130 in August.” These amounts total 
$120,548 and are applicable to the spending limitation less an allowance for legal and 
accounting overhead. The net amount is $98,970 ($120,548 less 17.9% exemption). 

A review of coordinated expenditures (2 U.S.C. 8441a (d)) indicated that 
the RNC paid $7,023 in miscellaneous headquarters expenses. It also paid $21,779 for 
improvements made to the tenth floor headquarters office which was equal to half of a 
$43,559 invoiced amount. The documentation indicated that the 50% s h m  paid by the 
RNC was in fact DFP’s sharc. All of these expenses were incurred and the services 
rendered prior to the date of ineligibility. In a review of headquatrters related 
expenditures made by DK, the Same invoice for improvements was located. The attached 
documentation indicated that DK also paid $2 1,779, the other half of the invoiced 
amount. In addition, DK paid miscellaneous occupancy costs such as electrical work and 
invoices for adding and changing lwks during the primary period. These miscellaneous 
expenses total $13,758. The total of these amounts is $64,340 and is chazgeable to DFP’s 
spending limitation less ?he complianse exemption of 17.9%. The net amount is $52,002. 

In summary, DFP has received in-kind contributions for rent from the 
RNC of $87,505, in-kind contributions for construction costs fiom the RWC of 621,779, 
and an in-kind contribution fiom the RNC for miscellaneous occupancy costs of $7,023. 
The in-kind contributions from the RNC total $1 16,307. DFP owes the GELAC $3,934 

34 ‘Ihc Augusr rent actually owed by DFP was prorated at approximately 45% [(I4 + 3 1) x 100%). 

For other DFP expenses paid by the RNC, see fmding IILB. & C. 
r 
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for rent, and DK $29.1 10 for rent, $21,779 for construction costs, and $13,758 for 
miscellaneous occupancy costs. These amounts total $68,581. 

All securily deposits paid in the primary period should have been paid by 
DFP. The outstanding deposits should then have been transferred to DK. DFP paid 
$104,362 of the $124,457 paid in the primary period for security deposits. DK paid one 
security deposit of $20,295 on June 1,1996 which made up the balance of DFP's deposit 
liabilit~.'~ 

DFP did not transfer any security deposits to DK at the beginning of the 
general election campaign. On February 2'1,1997, DK reimbursed DFP $29,100 for one 
security deposit. This reimbursement was never reported by DFP. Also on February 21, 
1997, DFP received the refund of one security deposit for $29,110. Security deposit 
refunds totaling $77,060 and $18,488 have been received by DK and the GELAC 
respectively. Included in these refunds are deposits that were made by, or should have 
been made by DFP. DFP is owed $47,960 by DK ($77,060 of DFP paid deposits less the 
DK transfer of $29,100)." DFP is also owed $18,488 hy the GELAC *ice it paid no 
security deposits. DFP should amend its reports to reflect the receipt of the $29.100 
reimbursement h m  DK and may offset $23,891 against the spending limitation ($29,100 
offset received and not reported less 17.9% compliance exemption allowed on the 
original payment). Upon receipt of $47,960 h m  DK and $18,488 from the GELAC, 
DFP may offset $54,544 against expendims subject to the spending limitation 
(($47,960 + $18,488) less 17.9% compliance exemption allowed on the original 
payment). 

Finally, the security deposits earned interest while outspanding. Since 
DFP paid or should have paid these deposits the interest earned is  due DFP. Interest 
totaling $6,406 and $647 has been received by DK and the GELAC respectively. 

The chari below summavizes the amounts due to and from the various 
committees and the effect that the transactions have on DFP's spending limitation. 

SB 

s1 

DK conrctly paid an additional security deposit of $8,815 on September 19, 1996. 

The DFP is carrying as a receivable a security deposit it made to Union Center Plaza Associates, 
for $56,764.70. This amount was included in the refunds paid to DK. Attachment L[ 
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These issues were discussed with DFP representatives. Subsequently, they 
noted that “many of the payments in question fall under the h d i g s  ‘bright line’ and 
RNC Coordhated. The Colnmittee believes that rent and build+& expenses incurred in 
preparation for the Genera3 Election were properly paid by the General or CompDiance 
Committees.” No other infomation or documentation was submitted. 
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The Audit stafF recommends that, within 60 calendar days of service of phis 
memorandum, DFP submit evidence that demonstrates: 

It did not receive an in-kind contribution from the RNC for rent and related costs in 
the amount of $1 16,307. 

It does not owe DK $2,376 as a result of amounts that DK paid on behalf of DFP, and 
refunds of deposits paid by DFP but refunded to DK. Absent such a demons?ration, it 
is further recommended that $1,476 be transferred from DFP to DM and ha t  the 
transfer be reported by both committees. 

It is not due $15,201 from the GELAC as a result of amounts paid on behalf of DFP, 
and refunds of deposits paid by DFP but refunded to the GELAC. Absent such a 
demonstration it is further recommended that $1 5,201 be transferred from the 
GELAC to DFP and that the transfer be reported by both committees. 

It has not understated expenditures subject to the spending Idtat ion by $90.01 1 as a 
result of the transactions described above. Absent such a demonstration, DFP should 
amend it disclosure reports to reflect the addition amount. 

E. 

Sections 441a(b)(l)(A) md (c) of Title 2 of the United States Code state, 
in part, that no candidate for the office of President of the United States who is eligible 
under section 9033 to receive payments from the Secretary ofthe Treasury may make 
expenditures in excess of $10,000,000 in the cmpaiw for nomination for election to 
such office as adjusted by the Consumer Price Index published each yeah by the Bureau 
of Labor Statistics of the Department of Labor. ,, 

Section 9035(a) of Title 26 of the Internal Revenue Code states, in part, 
that no candidate shall knowingly incur qualified campaign expenses in excess of the 
expenditure limitation applicable under section 441a (b)(l)(A) of Title 2. 

Section 9032.9(a) of Title 11 of the Code of Federal Regulations states, in 
part, that a qudified campaign expense is one incurred by or on behalf of the candidate 
from the date the individual became a candidate through the last day of the candidate's 
eligibility; made in connection with his campaign for nomination; and neither the 
incurrence nor the payment of which constitutes a violation of any law of the United 
States or the State in which the expense is incurred or paid. 

Sections 9033.1 l(a) and (b)(2)(A) of Title 11 of the Code of Federal 
Regulations state, in part, that each candidate shall have the burden of proving that 
disbursements made by the candidate or his authorized committee are qualified campaign 
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expenses as defined in 11 CFR 9032.9. For disbursements in excess of $200 to a payee, 
the candidate shall present a canceled check negotiated by the payee and either a bi!!, an 
invoice or voucher from the payee stating the pwpose of the disbursement. 

Sections 9034.4(e)(5) of Title 26 of the Code of Federal Regulations 
states, in relevant part, that the production costs for media communications that are 
broadcast both before and after the date of the candidate's nomination shall be attributed 
50% to the primary limitation and 50% to the general election limitation. 

Sections 9038.2@)(2)(i)(A) and ($(A) of Title I I of the Code of Federal 
Regulations state, in part, that the Commission may determine that amount(s) of any 
payments made to a candidate from the matching payment account were used for the 
purposes other than to defray qualified campaign expenses. Further, an example of a 
Commission repayment determination under paragraph @)(2) includes determinations 
that a candidate, a candidate's authorized committee(s) or agents have made expenditures 
in excess of the limitations set fopth in 11 CFR 9035. 

Section 9038.2@)(2)(iii) of Title 1 1  of the Code of Federal Regulations 
states, in part, that the amount of any repayment under this section shall bear the same 
ratio to the total amount determined to have been used for non qualified campaign 
expenses as the amount of matching funds certified to the candidate bears to the 
candidate's total deposits, as of 90 days after the candidate's date of ineligibility. 

Section 9038.2@)(2)(v) of Title 11 of the Code of Federal Regulations 
states, in part, that if a candidate or candidate's authorized committee(s) exceeds both the 
overall expenditure limitation and one or more State expenditure limitations, the 
repayment determination under 1 1  CFR 9038.2@)(2)(ii)(A) shall be baed on only the 
larger o f  either the amount exceeding the State expenditure iimitations(s) or the amount 
exceeding the overall expenditure limitation. 

1. 

Generally, all qualified campaign expenses incued by a candidate 
receiving federal funds under 1 1  CFR 9035 are subject to the overall spending limitation. 
There are, however, two categories of expenditures which are, within specific guidelines, 
not included in the calculation of the total expenditures. They are exempt fund-raising 
and exempt legal and accounting compliance expenses. All fund-raising expenses, not to 
exceed twenty percent of the overall spending limitation, are exempt. An amount equal 
to ten pe:cent of all payroll, payroll taxes and overhead expenses may be considered 
exempt legal and accounting compliance expense. A alternate allocation method is 
available to committees which generally allows a larger exemption for legal and 
accounting compliance expenses. After exempt compliance and fund-raising expenses 
are deducted, a primary committee receiving matching funds for the 1996 election was 
permitted to incur expenditures of $30,910,000. 
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When audit fieldwork began, DFP, on its Year End 1996 
disclosure report, reported expenditures in excess of the spending limitation. At the 
entrance conference, on January 15, 1997, all work papers pertaining to the calculation of 
the reported totals were requested. On June 18, 1997 allocation spreadsheets, the first of 
two sets to be provided, were made available for review. When deficiencies were pointed 
out to DFP representatives, their response was to provide more detailed allocation 
spreadsheets on August 18, 1997. The timing ofthe receipt of the later spreadsheets 
coincided with DFP’s filing amended disclosure reports for all report periods. 

It was apparent from the allocation spreadsheets that DFP intended 
to use the alternate method to calculate exempt compliance expense. But DFP provided 
no documentation to support their claim of a 13% compliance exemption for headquarters 
ofice overhead. It was not until August 28, 1997, that DFP made a available an internal 
memo from July 1995 which suggested that the legal and accounting share of 
headquarters office overhead were 4% and 9% respectively. This estimate was based on 
relative square footage of office space. but never accounted for the expansion of 
headquarters floor space which occurred beginning in May of 1996. 

In addition to the application ofthe 13% compiiance share ofthe 
overhead for headquarters, DFP direct charged a portion of office supplies and equipment. 
to compliance expense. It is presumed that alfgady included in the compliance 
percentage of all headquarters overhead are those charges which DFP also direct charged 
to the same category. It was concluded that this direct charging of overhead constituted a 
double count of some compliance overhead. 

Because ofthe deficiencies outlined above, it was decided to 
recalculate exempt compliance expenses for DFP. The legal and accounting compliance 
share of headquarters office overhead was calculated to be 17.9% based on the 
headquarters office payroll. The disbursements database provided by DFP was 
reconciled to bank records and to the latest DFP reports. Specific categories of 
disbursements were drawn from the database and the exempt compliance disbursements 
for 1995 and 1996 were calculated to be $1,866,428 and $1,754,749. The maximum 
fundraising exemption of f6,I 82,000 was applied. The total disbursements were adjusted 
for reconciling items such as offsets to expenditures, contribution refunds, loan 
repayments and transfers to other affiliated committees. At August 14, 1996, the Audit 
staff determined that DFP had made expenditures of $32,174,683 subject to the overall 
spending limitation. 
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The following amounts were discussed above and involve 
additions to expenditure subject to the overall spending limitation. 

o $100,125 resulting from the improper reimbursement for the use of a privately 
owned airc&,[see finding ILB.] 

e $1,164,175 in -kind from the RNC (excludes media and polling) [see finding 
III.A.2. and 3.1 

0 $454,404 resulting from primary expenditures made on DFP’s behalf by 
GELAC;[see finding III.B.1.J 

o $207,378 resulting k m  primary expendims made on DFP’s behalf by DK; 
[see finding III.B.2.1 

e $97,237 resulting bo111 primary expenditures made on DFP9s behalf by Kemp 
for Vice President;[see finding IIIB.3.J 

e $249,858 resulting &om the payment by DK, GELAC, IWC portions of 
DFP’s obligation on the telephone system and the transfer of same to D K  [see 
finding 1II.C.J 

$90,011 resulting fiom the payment by DK, GELAC, RWC portions of DFP’s 
rent and related obligations;[see finding IILD.] 

e 

3. 

a. Dole Supporter List: 

DFP transfemd supporter lists to DK in exchange for 
$3243 17 on May 3 1,1996. This represented DFP’s calculation of half of the list 
development costs. An additional $53,957.00 was wired on July 2,1996 to DFP from 
DK. A recalculation of the list value accounted for this transfer. In the documentation 
accompanying the second payment, DFP and DK value the Iists at 60% of828,227 names 
at $.40 per name and 60% of development costs of $300,000.. From this, the Audit staff 
concludes that DFP and DK regard the lists 2s capital assets and are transferring them as 
such under the provisions of 1 1 CFR 9034.5(c)( 1). However, DK neither reports a 
subsequent sale ofthe supporter list nor includes them as an asset on DK‘s statement of 
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Net Outstanding Qualified Campaign Expenses. Historically, campaign lists have not 
been included among capital assets because there is a reluctance on the part of the FEC to 
require their sale in order to settle campaign debt. 

Using DFP’s costs, their valuation ofthe supporter list is 
approximately $.76 per name or $760 per thousand names. It should also be noted that 
DFP representatives have maintained that the supporter list is not the DFP donor list. 
Generally, a donor list is more valuable than a supporter list. One directory of mailing 
lists offers political supporter lists for $55.00 per thousand. Clinton-Gore ‘96 contracted 
with Names in the News/Califomia, Inc., a list management company, to manage and 
offer for public use the campaign’s active donor list. The price charged was $80.00 per 
thousand names, substantially less than $760 per thousand. Further, DFP, despite 
numerous requests, has not provided any documentation which establishes the number of 
names contained on the supporter list or documented its cost calculation. 

For these reasons, the Audit sbffhas not considered the supporter 
lists to be capital assets. Therefore the proper valuation of the lists is fair market value. 
Information gathered to date suggests that $760 per thousand names is many times the 
fair market value. However, because the number of names has not been established, there 
is no way to attach even a reduced valuation to the lists. As a result, the entire amount is 
considered to be due from DK and no offset to expenditures subject to the limitation is 
all ow e d , 

The Audit staff recommends that within 60 calendar days of service of this 
memorandum DFP provide documentation which demonstrates the number of names 
included on the supporter lists, and provide evidence of the lists’ fair market value. 
Absent such a demonstration, the Audit staffwill recommend that the Commission 
determine that DFP received an in-kind contribution from DK and that DFP repay 
$378,775 to DK and add $378,775 to CFP’s spending limitation. 

b. Film Footage: 

DFP transferred film footage to DK on May 3 1,1996 for 
$266,086. The valuation of the transfer was later reduced to $1 89,081 and an appropriate 
amount was refunded. The amount paid represented one half of the production costs as 
calculated by DFP, $155,942, and one half of associated focus group costs equal to 
$33,139. 

Documentation provided shows that fourteen primary 
commercials were transferred to DK. Records also establish that each was broadcast at 
least once in the general election period. Examples of placements were “Historic 
Reforms” shown once at 6: 18 A.M. on September 18,1996, in Bismarck, North Dakota 
and “American Hero” shown once at 7:35 A.M. on September 16, 1996, in Sioux,City, 
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Iowa. For an expenditure of only $455, DK ran all fourteen commercials and mer the 
requirement that the primary campaign materials be used in the general election period. 

The documentation failed to establish a connection between 
the commercials and some of the production costs. The Audit stafF could only associate 
$54,193 of the production costs with the commercials used by DK. Similarly, $28,684 of 
the focus group costs were associated with the commercials. Thus, DFP transferred 
$101,749 ($155,942 - $54,193) in production costs and $4,455 ($33,139 - $28,684) in 
focus costs more than supported. In this transaction, DFP received $106,204 ($10 1,749 -t 
$4,455) in excess of the asset value transferred to DK. 

Based on the documentation made available to date, DFP 
owes DK a refund of $106,204 and an equal amount must added to DFP's expenditures 
subject to the spending limitation. 

The Audit staf f  recommends that within 60 calendar days of service of this 
memorandum DFP provide documentation which shows the connection between the 
production and focus group costs and a specific commercial. Absent such a 
demonstration, the Audit staff will recommend that the Commission determine that DFP 
received an in-kind contribution &om DK, that DFP must repay $106.204 to DK, and add 
$106,204 to its spending limitation. 

c. Improperly Valued Assets: 

A review of the asset transfers by DFP to DK and the 
GELAC identified assets reportedly transferred by DFP, for which no documentation of 
DFP's acquisition could be found and one instance where the transfer value exceeded the 
documented value by $20,000. 

On July 3 1, 1996, DK paid DFP $8,546 for these assets. In 
addition DK over paid DFP for a copier by $20,000. On August 22,1996, the GELAC 
paid DFP $24,055 for undocumented assets. 

At the close of fieldwork, DFP was provided with a 
schedule of the specific assets for which documentation could not be found or were over 
valued according to the available documentation. DFP responded that it had paid for 
every asset it had used or transferred, but did not supply any additional documentation 

The Audit staff recommends that witlpita 60 calendar days of service of this 
memorandum the DFP provide documentation which demonstrates its acquisition of 
these assets and their cost. Absent such a demonstration. the Audit staffwill recommend 
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that DFP repay $28,546 to DK, $24,055 to the GELAC, and that 352,601 be added to 
DFP's spending limitation. 

4. 

a. DFP received five offsets toding $684,616 from either DK 
or GELAC for the transfer of assets, for which 17.9% of the original cost has been 
excluded from expenditures subject to the spending limitation as a compliance related 
expenses. The offsets should De applied to expenditures subject to the limitation in the 
same ratio as the original expenditures. DFP offset expenditures subject to the limitation 
for the full amount. Accordingly, 17.9% or $122,683 should be added to expenditures 
subject to the limitation. 

b. During the expenditure report period, GELAC paid USAIR 
for a DFP obligation in the amount of $5,073 and reimbursed DFP $16,967 for primary 
expenses. These must also be added back to expenditures subject to the limitation. 

c. Offsets received in 1997 totaling $416,269 may be 
subtracted from expenditures subject to the spending limitation. 

5 .  

In surnmary, the effect of the adjustments to the DFP spending 
limitation are as follows: 

Expenses subject to the limitation through 
DQI, August 14,1996: $32,174,683 

ADD: 

In-Kind use of Air Plans 
RNC in-kind 
GELAC I996 primary expenditures: 
DK primary expenditures 
Kemp for Vice-president 
NTFC adjustment to spending limit 
Occupancy adjustment to limit 
DolelKemp - Lists (Initial) 
DoleKemp - Lists (Balance) 
DoleKemp File Footage 
DoleKemp- Focus Groups 
Transfer of correctly valued Assets 
Asset Transfer Adjustment 
GELAC paid DFP USAIR expense 

100,125 
1,164,175 

454,404 
207,378 

77,237 
249,858 
90,011 

324,817 
53,957 

101,749 
4,455 

52,601 
122,683, 



GELAC reimbursed Primary Expense 16,967 

1997 Operating Offsets: (4 16,269) 
LESS: 

Expenditures subject to the primary spending 
limitation: 

$34,783,905 

Adjusted Primary Spending Limit %30,910,000 

Expenditures in Excess of the Spending 
Limitation: 

$3,873,905 

Repayment: $1 ,I 91,226 

If the W C  Media and Polling expenses [finding IH.A.4. rand 
5].are determined to be a conaibution in-kind to DIP, the 
following will result: 

RNC Media and Polling $18,452,039 

Expenditures subject to the primary spending 53$235,944 
limitation: 

Expenditures in Excess ofthe Spending 22,325,944 
Limitation: / 

Repayment: $6,865,228 

The audit staff recommends that within 60 calendar days of service ofthis 
memorandum, DFP demonstrate that it has not exceeded the spending limitatidn at 2 
U.S.C. 441a (b)(l)(A). Absent such a demonstration the Audit staffwill recommend that 
the Commission determine that either $1,191,226 or $6,865,228 is repayable to the U.S. 
Treasury. The amount will be determined by whether the RNC media and associated 
polIing is determined to be an in-kind contribution to DFP or eo DK. 
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F. DETERMlNATlON OF NET QUTSTANDBNG CAMPAIGN (aBLlCATlONS- 
SURPLUS 

Section 9034.5(a) of Title 11 of the Code of Federal Regulations requires 
that within 15 days of the candidate’s date ofineligibility, the candidate shall submit a 
statement of net outstanding campaign obligations which contains, among other things, 
the total of all outstanding obligations for qualified campaign expenses and an estimate of 
necessary winding down costs. Subsection (b) of this section states, in part, that the total 
outstanding campaign obligations shall not include any accounts payable for non- 
qualified campaign expenses. 

Section 9038.2(b)(4) of Title 11 of the Code of Federal Regulations states, 
in part, that the Commission may determine that the candidate’s net outstanding 
campaign obligations, as defined in 11 CFR 9034.5, reflect a surplus. 

Senator Dole’s date of ineligibility was August 14, 1996. The DFP filed a 
Statement of Net Outstanding Campaign Obligations (NOCO) which reflected a $24,623 
surplus at A u p t  14, 1996. The Audit staff reviewed DFP’s financial activity through 
March 5, 1998, analyzed estimates of winding down costs prepared by DFP and 
developed the figures shown below. 
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Dole For President 
Statement or He8 Ontstanding Campaign Obligations 

as of August 14,1996 
as determined March 5,1998 

ASSETS 

Cash in B m k  

Contributions Prc-DO1 Deportred Subsequent lo 
DO1 73.179 

(NSF Cbcsks Prc-DOI Dcposircd Subscquenl Io 
DOI) 

(Refunds. Pirlinl Refunds Pic-DO1 Deposited 
Subsequent to DOI) 

ACCOUO~S Receivable: 

Press 

Srerrt Scrvicc 

Vendor Refund: 

Other Refund(r) 
(DolelKemp '96 Bell Allinlic Refund ) 
(DoleKcmp '96 Bell AlImtiS Refund (L 

Amerilcch) 

DolelKemp'96 Silc Other Asre11 

DolcXcmp 9 6  Sale Capital Aisels 

Repurchase olCD'r  

DoleKemp '96 Assel Reverrel 
(7i28197 sale for 5166.42129) 

Travel Exp paid by DFP for Adv Tcum IO 
Pituburp (Holiday Inn) 

DolelKamp '96 Av Atlantic overpsymeni 

DoleKcmp 9 6  Av Allantic expenre paid by 
lDFP 

DoleMcmp '96 
Allocarion POII 12MB6 winddows 

Dole/Kemp 9 6  Compliance 
(Thetc @umber8 ars based ou the deposita made 
lor rem1 by tho Primsry Cornmince. refunded IO 

I ~ E  Coepliaasr Cornmince 

DolalKemp Complinnco (GELAC) 
Plyroll 11/3OF)6, 12/11B6& 7110197 

DolefXcrp Compliance (GELAC) Sale Olbcr 
A s m a  

DolelKemp Compliance (GELAC) Sale Cipilal 
Assets 

(1.416) 

(2.265) 

371.756 

164.816 

2n6.130 

20.000 

6.i45 

51.049 

22 1.900 

202.767 

166.427 

3.6118 

10.316 

6.390 

910.569 

15.201 

186.978 

41.600 

44.416 

69.831 2.782.11 

2 . 9 2 1 3  
IMulti Media 66,165 
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OBLIGATIONS 

Accoune Payable for Qualified caInPE&II 
Expenses 

Actual Winding Down Cost 8/15/96-3/5/98 

Estimated Wind Down 

AmounU Owed to Dolen<emQ '96 

DolcKemp '96 Bright Line Expenditures net Of 
occupancy 

DoleKcmp 96 NTFC DFP expense: 

DolcKcmp '96 Focus Groups 

DolcKemp 96 File Footage 

DoleKcmp '96 Lists (Bdance) 

DoleKcmp '96 Lists (Initial) 

DoleKemp '96 Assets sold to Genenl lrckiig 
documentation 

BoleKemp '96 G C Q C I ~  
[Ki liability results from the excess of DK 
primary lcnt expenditures over DFP paid 
security deposils eefvndcd to DK.] 

Dolc/Kcmp 96 lntcrest Earned on C D s  

Amounts Owrd to lke CELAC 
GELAC 1996 Primfxy Expmditunes 

GELAC DFP improperly reimbursed pre doi 
e x p e w :  

GELAC . DFF' .U.S. Air Expense Owed 

GELAC Phone 

DoldKcmp 96 Assee sold to GELAC lacking 
documentation 

Amonsh Due 10 the U.S. Trcnsury 
SUile-dated checks 

Tolal Obligations 

Net Outstanding Campaign Obligations - 
Surplus 

(1,131.706) 

(999.634) 

(751.000) (2.882.340) 

(207.378) 

(1 8.628) 

(4,455) 

( 101,749) 

(53957) 

(324,817) 

(28,546) 

(1.476) 

(10.230) (751,236) 

(454.404) 

(16.967) 

(5.073) 

(9.091) 

(24.055) (509.590) 

(244.646) (244.646) 
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have been added back to the cash in bank figure. 
(b) Reversal of 7/27/97 equipment repurchase from DoleKemp '96. 
(c) This represents one half of the wind down cost paid by the General. 
(d) The expenditures addressed in Finding(s) , Apparent Non-Qualified Campaign Expenses, were 

paid after the date of ineligibility. Therefore they have been excluded from Accounts Payable 
for Qualified Campaign Expenses. 

Commitfee added. 
(e) This represenu one half of the wind down cost with amounts exclusive to the Primary 

(fJ This number stands as an estimate until revised estimates are available from DFP. 
(g) 7/31/96 8 8/22/96 asset sale for which complete documentation was not found. 
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Section 9038.3(~)(1) of Title 11 of the Code of Federal Regulations states. 
in part, that if on the last day of candidate eligibility the candidate's net outstanding 
campaign obligations reflect a surplus, the candidate shall within 30 days of the 
ineligibility date repay to the Secretary an amount which represents the amount of 
matching funds contained in the candidate's surplus. W e  amount shall be an amount 
equal to that portion of the surplus which bears the same ratio to the total surplus that the 
total amount received by the candidate from the matching payment account bears to the 
total deposits made to the candidate's accounts. 

The Audit SWS calculation of DFP's Net Outstanding Campaign 
Obligations as of March 5,1998 showed it to be in a surplus position in the amount of 
$1,315,682 (see above). Of this surplus amount, $404,572 ($1,315,682 x .3075)38 is 
repayable to the U.S. Treasury. 

The Audit staff  recommends that within 60 calendar days of service of this 
memorandum, DFP provide evidence that its Statement of Net Outstanding Obligations 
does not reflect a surplus or that the surplus is a lessor amount. Absent such evidence, 
the Audit staff will recommend that the Commission determine that $404,572 is 
repayable to the United States Treasury pursuant to 1 1 CFR §9038.2@)(4). 

G. 

Section 9032.9(a) of Title 11 ofthe Code of Federal Regulations 
states, in part, that a qualified campaign expense is one incurred by or on behalf of the 
candidate from the date the individual became a candidate through the last day of the 
candidate's eligibility; made in connection with his campaign for nomination; and neither 
the incurrence nor the payment of which constitutes a violation of any law of the United 
States or the State in which the expense is incurred or paid. 

Section 9033.1 ](a) of Title 1 1  ofthe Code ofFederal Regulations 
states, in part, that each candidate shall have the burden of proving that disbursements 
made by the caodidate or his authorized committee(s) or persons authorized to make 
expenditures on behalf of the candidate or committee(s) are qdif ied campaign expenses. 

38 Ttua figure (.3075) represents the Committee's repayment ratio as calculated _ _  
pursuant to 11 CFR §9038.3(~)(1). 
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Section 9034.4(a)( 1) of Title 1 1 of the Code of Federal Regulations 
states, in part, that all contributions received by an individual from the date he becomes a 
candidate and all matching payments received by the candidate shall be used only to 
defray qualified campaign expenses or to repay loans or otherwise restore funds (other 
than contributions which were received and expended to defray qualified campaign 
expenses) which were used to defray qualified expenses. 

Sections 9038.2(b)(2)(i)(A) and (ii)(B) of Title 11 of the Code of 
Federal Regulations state, in part, that the Commission may determine that amount(s) of 
any payments made to a candidate from the matching payment account were used for the 
purposes other than to d e h y  qualified campaign expenses. Further, an example of a 
Commission repayment determination under paragraph (b)(2) indudes determinations 
that a candidate, a candidate’s authorized committee(s) or agents have made expenditures 
for expenses resulting from a violation of State or Federal law, such as the payment of 
fines or penalties. 

Section 9038.2@)(2)(iii) of Title 1 1 of the Code of Federal 
Regulations states, in part, that the amount of any repayment under this section shall bear 
the same ratio to the total amount determined to have been used for non qualified 
campaign expenses as the amount of matching funds certified to the candidate bears IO 
the candidate’s total deposits, as of 90 days after the candidate’s date of ineligibility. 

dL ’ 

In the course of reviewing DFP’s disbursements, items were 
identified which, on their face, do not appear to be qualified campaign expenditures. The 
expenditures in question were presented to DFP at the close of fieldwork. DFP was able 
to show that some of these expenses were qualified campaign expenses. 

Eleven expenditures for $20,23 1 have not been addressed by DFP 
and these are still regarded as non-qualified. The categories of non-qualified campaign 
expenses were as follows: a $4000 refund of an NSF contribution, $6,465 in @-penalties 
paid to local jurisdictions, $1,703 in duplicate payments to two vendogand $8,063Tn 
expenditures not campaign related. Of the expenditures which were not campaign 
related, $5,054 was paid for personal travel by committee stalyand billed to the campaign 
and the remaining $3,009 was paid for the preparation of a senate financial disclosure 
statement. 

The Audit staffrecommends that, within 60 days of the service of this 
memorandum. that DFP provide documentation which demonstrates that the above 
disbursements were qdif ied campaign expenses. Absent such a demonstration, the 
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Audit staff,,,-ill recommend that the Commission determine that the DFP is required to 
repay the U.S. ~ r e a ~ ~ r y  $6,221 [$20,231 x 30.75%]. 

B. 
$1,961,138 for liabilities of both the primary and general committees. 

Halfofthis mount, $980,569, is therefore a receivable of DFP from DK. Further, ihis 
mount is a non qualified winding down expense €or DFP. 

The Audit staff  recommends within sixty days of the service of this memorandum 
that the DFP provide documentation which demonstrates that DK either paid its share of 
winddown expense or that DFP received reimbursement fiom DK for DK's share of 
winddown expense. Absent such a demonstration, the Audit staff will recommend that 
the Commission determine that the DFP be required to repay the US. Treasury 5301.525 
[$980,569 x 30.75%]. 

/ 
Section 9038.6 of Title 11 of the Code oPFederal Regulations 

states, in part, that if the committee has checks outstauding to creditors or contributors 
that have not been cashed, the committee sha6l notifl the Commission of its efforts to 
locate the payees, if such efforts are necessary, and its efforts trr encourage the payees to 
cash the outstandir?$ checks. The committee shall also submit iP check for the total 
amount of such outstanding checks, payable to the United States Treasury. 

The Audit staffreviewed the DFP's bank activity ahrough Febnmy 
1998 for outstmdbg checks. The results of the review were presented to QFP at the 
close of fieldwork. DFP was able to demonstrate that a portion of those initially , 
identified were not unpaid obligations. A balance of 522 checks to@i $244.23?,,) 
remains outstanding. Of these, 429 of the checks in the amount 0\$19%, 
contribution refunds. 

The Audit staffrecommends that within 60 calendar days of service of this 
memorandm DFP provide evidence that the checks are tither not outstanding or that 
they are void and no obligation exists. If the checks are not outstanding the evidence 
provided should include copies of the fiont and back of the negotiated checks or 
negotiated replacement checks. If the checks are void the evidence should include 
statements fioan the vendors acknowledging that they have k n  paid in full. or account 
reconciliation's showing that all billings have been paid. Absent the submission of such 
evidence, the Audit staff will recommend that the Commission determine that stale-dated 
checks, totaling $244,239, are payable to the United States Treasury. 
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Response of The Dole For President Committee, Inc to %he Exit C ~ n f e r e ~ ~ e  
Mcmomndem of $be Audit Division ofthe Federal Election Commission 



P. Introduction 

On May 13,1997, the Audit Staff("Adit Staff) of the Federal 
Election Commission ("FECI' or "Commission") issued its Exit Conference 
Memorandum ("ECM") for the Dole for President Cornittee. Inc. ("DFP"). The 
ECM contains the Audit Staff's findings and recornmendathns following their 
review of DFP records from the I996 primary presidenoid election. The following 
contajns DFP's responses to those findings and recommendations. Each ofthe Audit 
Staffs findings is addressed separately. Specific arguments and relevant docments 
are anached. 

II. DFP's Response to the Audit StaflPs Non-Repayment Menen 

A. Loan to Dolf imap '96 

Audit Staff Findings and Recommersdntiorrs 

The Audit S N  found that a series of lransfes between DFP and the 
DoleKemp '96. Inc. Commince ("DoleKcmp") were actually loans to and 
repayments from DFP to DoldKemp. During the period the loan was ourstanding, it 
was a prohibited contribution. 

The Audit Staff recommends h i  DFP amend its acpm to fully 
disclose the transfers between DFP and DoleKemp. 7 h c  h d i t  Staff also accom- 
mcnds that DFP provide documents to establish that the tpansfers were not 
coninburtons and that i t  was permissible for DFP 10 purchaw certificates ofdeposit 
from DolcKernp 

DFP Response 

Dunng law October and early November of 1996. cenain transfers 
aerc made between DFP and DoleKemp accounts ai SigneK Bank and Franklin 
hmonai Bank as the cornminces began to consolidate acccwts and banking activity. 
Some funds were tmmfcmed In rrmr between the commiatrcs. inscad of intmally 
bciwecn atcounts of the m e  comminte. rtsdling in transfers between committees 
which were no! reponed wth the activity for the fourth quimer sf 1996. Revening 
tmnsfers w m  made In November of 1996 io correct these HTOE. and amendments 
haw heen filed IO dixlox both the initial uansfers and the correcting transfers. 



* Over the course ofthe campaign. both DFP and Dole-Kemp opened 
various lines ofcmdit and loans with Signet Bank and Frwddin National Bank. 
These included a line of credit to cover matching funds which were not yet paid in 
early 1996, letters of credit to secure vendor services, overdraft coverage, borrowing 
against funds due to the campaign. and other credit agreements made in the normal 
course of business. 

These were made in the ordinary course of business for these 
banks and thus do not qualie as contributions to the campaign. 11 C.F.R. 
1 10.7(b)(l I). The campaign generally used certificates ofdeposit to secure its lenen 
of credit. Most letters of credit were established during the primary campaign. with 
some new vendors added during the general election and some existing vendors 
requiring additional deposits during the general election. Letters of credit already in 
place when the general election began were vansferred to the general election fiom 
the primary. with thc undeelying certificates of deposit. the g e n d  election, 
these leners of credit and the underlying certificates of deposit w k  transferred back 
to the primary committee, which has been the lead committee during the winddown 
phase of the campaign. However. $202.767 is owed by Dole-Kemp ‘96 to Dole for 
President. as has been previously reponed. 

5. Receipt of an Excessive la-Ki~d Contribution 

Audit Stsff Findings and Rcr-owmtdrtions 

The Audit S d f o u n d  that DFP received an in-kind contribution from 
William Keck in the a ~ n ~ ~ n t  of $100.1?5. because DFP paid Mr. Keck fipst class 
airfare rather than an hourly chimer m e  for the use of his aircraft. The Audit Staff 
disagreed with DFP hi use of h e  aircraft was subject to reimbursement under 
lIC.F.R. 114.9(e). 

The Audit Staff recommends that DFP show hat  the actual charter 
cost was timely paid aord therefore did not receive an in-kind canmibution. refund the 
excessive ponion of the contribution IO the Treasury. and provide any relevant 
informarion that would show fJm the flights were comctly zeimbused. 

DFP R e p a s t  

As we explained in OUT 1st tespsnse. at die time i: was used by DFP. 
William Kecks airrrafr was not k i n g  used as a c h e r  Oircdt, but was a copra t e  
aircraft in all respects except formal title. Mr. Keck was and still is the sole owner of 
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the Coalinga Corporation. The a i rcd t  was maintained for use when the corporation 
needed it and its tail is embossed in "CC" for Coalinga Coporation. See attached 
statement of Patrick Templeton (Exhibit 1). There was no way for DFP to have 
known that the plane was not a corporate aircraft. Indeed. over the years Members of 
Congress of both parties have used the aircraft repeatedly at a first class 
reimbursement rate. Thus, DFP properly paid first class airfie for using that plane 
under 1 1 C.F.R. 1 14.9(e). Moreover. even if Mr. KecPs aircraft was considered an 
individually owned aircrafi. payment of a chaner rate for air travel to cities with 
regularly scheduled service is only appropriate when the aircraft is used'for commer- 
cial purposes. The Commission's regulations firmly establish that first class airfare is 
the appropriate rate for a non-commercially used aircraft. & 11 C.F.R. 1 14.9(e); 
-- see also 1 1  C.F.R. 90M.7(b)(5)(i). 

Also, even if the use of the aircraft valued at a charter rate, the FEC 
Auditors erroneously estimated the chaatr rate at $4.500 per how. According to Mr. 
Ked.  the chaner rate for compmble planes for known and repeat passengers at that 
time uas actually $3.100 per hour. This isknown as an "inside rate" which certainly 
would have been available to the campaign. Also. the Auditors included the so- 
called "dead-head time" that it took the aircraft to fly from California to Washingnan, 
D.C. to pick up Senator Dole. It is not the .:ustornary practice of charter ak lines lo 
charge for such "dead-head" lime. Indeed. unless there was a dire emergency urging 
B cemtn aircraft. an entity lasing as aircrafi I I  charter m e s  would never lease an 
aircnfi 3.000 miles away and incur a dcd-head such as .that. Thus. although DFP 
did no1 receive an in-kind cantxibution from Mr. Keck, i fhe Audit Staff determines 
that B contribution was made. any such contribution should not exceed $28.895 (15.2 
hours flight time @ 53.100 per hour. less 5 17225 already paid less $1.000 
exemption). Funhemore. even if the higher commercial rate should have been 
charged. this is a manu for consideration for referral IO the Office of General 
Counsel to determine if  B violation of I 1 C.F.R. 8 114.9(e) occumd and does not 
rnvolvc repayment of public funds. No public funds could have been involved. 

C. Allocatioo of State Erpeoditlatw 

Audit Staff Fiodings and Recorermendahions 

The A d i t  Su!T found that DFP expcndiihims chgcable  to its lowa 
limit totaled S1.100.078 and thus exceeded the expendituc limit in lowa by $53,094. 

The Audit Ssaff recommends that DFP provide documentation to 
demonstrate hi disbursement subject to the lowa spendling limit did not exceed the 
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limitation. 

DFP Response 

The FEC Auditors erroneously counted indirect polling expenditures 
toward DFPs Iowa expenditure limit. These indirect costs were related to activitieii 
that were analytical and strategic in nature and had overarching implications for the 
campaign in dl fifty states and no1 only in Iowa. See anached statement of Bob 
Ward who was head of polling for the campaign (Exhibit 2). Thus, they are not 
allocable to the Iowa limit. Indeed. per instructions from DFP, polling vendors broke 
down their bills according 10 whether their services were directly related to Iowa or 
were indirect as described above. 
Opinion Strategies specified such indirect costs as "overhead." 
statement from Bob Mclnturff(Exhibit 3). The vendors provided these overarching 
indirect services with the intent that they would provide polling services to DFP 
throughout its e n t k  national smpaign. 

& For example. invoices from Public 
attached 

These indirect costs total 521,083.00. In addition. as the attachment 
at Exhibit 4 explains. the Cumminee docs not believe the mounts attributed to 
Electronic Engineering ($1,054.18). Strategic P l d n g  (%21,693.9I$, and a portion 
(5 10.609) of the amount anribuied IO TKO Productions should be allocable. Thus, 
the amount in excess of the iowa limit should be 526.658.86 resulting in a repayment 
of i68.197.59. 

D. Misstntemeef of Finnacial Activity 

Audit Stan Findings and Wecornmeedations 

The Audit Staff found bat DFP overstated its cash on hand as of 
December 21. 1997 by 5181.1 15. 

The Audit S d m o r i e n d s  that DFP file a compxehensive amended 
repon for caIend;v year 1997 and amend is most recent repon. 

DFP has complied with the Audit Staffs suggestions and is filing 
amended summary pages for 1997. The appropriate supponlng schedules will be 
filed shortly. Copies of h e x  K~~S-IS.  ax attached a1 Exhibit 5. 
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111. DFP's Response PO the Audit Staffs Findings of Repayments to the U.S. 
Treasury 

A. Expenses Paid by the W C  

Audit Staff Findings and Recommendations 

The Audit Staff found that the RNC made improper expenditures. 
The following provides a general response lo these findings and recommen'dations 
and then provides separte responses regarding each type of expenditure listed by the 
Audit Staff. 

DFP Response 

The RMC propedy paid for coo- expenditures h c r u d  on 
beMf of the general election campaign and its own expenses incurred exdusivcly on 
behalf of the RNC. As a preliminary matter, the Audit Staff's findings rely on 
unfounded negative inferences dram h m  BFP's reduction in spending after Senator 
Dole became the presumptive nominee. Indeed, the Audit Staf€infm thaa DFYs 
reduction in spending is evidence that it was using WNC fun& to cinutwent the 
spending limit. Instead, DFP reduced ips spending because, as the Audit Staff 
acknowiedgcs. it  ws m i n g  out of money and had secured the nomination. 
Indeed. uith the nomination assured and the p r i w y  w o n  over, DFP did not need 
to incur expcrws for polling or other large costs. 

Also. purpose of the audit process is to obtain repayment for public 
funds which were either misused or improperly documented. It is not mcmt to be a 
punitive process or 10 recapture pnwate funds. Tkus. even if the FkNC expenditures 
were somehow considered to be in-kind contributions, those expenditures c m o t  be 
subject to repayment betause the W C  does not receive public funds. Rather. all of 
the W C  funds described below. such as hose spent on the lads, =ne exclusively 
from disclosed private donations. Ef b e  RNC spent more on issue ads than DFP 
received in public funds. according to the Audit Staffs theory, the Dole cnmpaign 
would be required to =pay the U.S. Trrasusy mere than it received in totail in public 
funds. In a similar way. !he Cornmission in 1984 tried to assess a repayment of an 
m o u n ~  which encampaasad the liy of public and private funds. ?he courts 
categorically denied this methodology and stated that: 

repayment ordns [must] k limited to the amount of 
federal funds that h e  Commission reasonably 
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determines were spent by the Committee for 
unqualified purposes. The Commission's regulatiori 
establish BIJ eu~easonable presumption that dl 
unqualified expenditures are paid entirely out of federal 
funds. 

Reapan for President Com. v. FEC, 734 F.2d 1569, 1570 (D.C.Cir. 
1984) (citing Kcnneds for President Com. v. FEC, 734 F.2d 1558 (D.C.Cir. 
1984))(ernphasis added). This is particularly exacerbating given that DFP is being 
made to repay expenditures made by the RNC. an entirely separate committee 
containing nothing bur segregated private funds. The Audit Slaffcannot even assen 
a fungibility of money argument because W C  funds are not h g i b l e  with DFP 
funds. 

7he Audit Starfpis also ciacumventing the enforcement procedures 
established under 2 U.S.C. Q 437g. By attempting to adchess through the audit 
process that which is reserved for the enforcement process under Section 437g. the 
Audit Staff has improperly shifted the burden of proof from the Commission 10 DFP. 
DFP is being made to demonstrate. in response to informal inferences, why DFP did 
nor violate the law and also to pay a flat repayment for private funds spent by the 
RNC. If the Audit StafTbelIcves that an excessive conteibution was made, the proper 
procedure is to refer the matter IO the Office of the General Counsel and let the 
Commission decide whether to pursue the maner in an enforcement action. This 
process c m o t  be circumvenied through the fiction that there is a recovery of 
misspent or improperly documented public funds. 

(1  1 HlrlC coordinated Funds 

The Audit Slaff found that RNC improperly paid $781.330 in 
coordinated exputdims prior to Senator Dole's nomination. 

The Audit Staff agrees ~ I t h  DFP's earlier response that a party 
committee may incur coordinared expndirurcs on behalf of the party's presidential 
candidate before the candidate oficially becomes the party's nominee. However, the 
Audit SufTobjecls io the use of iUaC coordinated funds ksaw the Audit Staff is 
imposing a purpose ren on these expenditures. Specifically, the Audit Staffassens 
lhat a party cannot use its funds to p y  for costs incurred by its presumptive nominee. 
unless bose costs are for the purpose of influencing the general election. This is 
con- to the Commission's position from the party's pxspective. the general 
campaign begins once a candidate is asswed of the parry's nomination. AQ 1984-15. 
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The Audit Staff concedes that Senator Dole became the Republican Pmy's 
presumptive nominee in late March 1996. Thus, according to the Commission's 
reasoning that when "a candidate appears assured ofa party's nomimation. the general 
election campaign. at least from the political party's perspective. may begin. "all 
coordinated expenditures made by the RNC from that point forward were made with 
an eye towards the general election and are permissible coordinated expenditures. 
The Audit Staffs position is squarely at odds with the law. A party comminee has a 
limited sum of coordinated firnds il may spend. if it chooses to use pan of that limit 
prior to the date of the primary or convention. 8s the RNC did here. it has long been 
understood that that is the business ofthe parry committee. 

However. even if we were to assume that the Audit Staffs purpose 
test was the proper standard. the RNC's coordinated expenditures were clearly made 
for general election purposes. Senator Dole was the presumptive Republican party 
nominee. He has secured a sufficient number ~f clelegatcs Po assure 8 first round 
victor? at the National Republican Convention. Thcrsfore, &e only remaining 
election IO influence was the general election. Any expenses paid by &e RNC with 
Coordinated funds to influence an election had to have a p q s e  to influence the 
general election. 
expenditure 1nfluen:es a choice of candidates that will occur only in that general 
election) Also. although not required by FLC regulations. the anached (documents 
csoblish in detail that the RNC's prc-convention expenditures were made for the 
purpose of rnflucncrng the general election campaign. 

(expenditure seeks to influence the genctal election when the 

Thus. f942.2 I3 should not be attributed IO DFPs spending limit. 

The Audit Staff recommends that DFP present evidence that the 
former DFP d members and vendor/coiuultam referred 80 in the ECN were 
providing scruees solely for the KNC raher than DFP. including a detaiiled 
dexnption of Lhesr duties. 

As IS the standard practice in prcsidential campaigns, once Senator 
Dole was assured of the Republican Pany's nomine. fonner DFP staffjoined the 
Rh'C to a m s t  the W C  in its state and congressional fundmising and party building 
acrlviiies Indeed. the memorandum rrfewnced by the Audit Staffm;aker, clear that 
the RNC was conuolling and dirertinp the activities of these staff members and that 
hose activiites went io promote the RNC's agenda. I 
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* Former DFP advance staff used their experience to perform advance 
work for the RNC. In some instances, this meant working with Senator Dole when 
Senator Dole participated in RNC fundraising activities. In those cases, DFP was 
careful to pay Senator Dole's have1 and related expenses while the W C  paid for its 
own staffexpenses. & 1 1 C.F.R. 9034.7(a) and (b). Indeed, under this 
Commission Regulation, it would have been entirely inappropriate for DFP to pay 
for RNC personnel to travel PO RNC fundraiseks. 

As DFP has explained in the previous response, the former DFP staff 
members and consultants at issue in this audit worked exclusively at the direction 
and for the benefit of the RNC while on the RNC's payroll. Indeed. DFP cannot 
provide the specific information regarding their job duties requested by the Audit 
Staff because such information is within the exclusive purview of the RNC. Thus, 
DFP would only be speculating as to what their duties may have been while 
employed at the WNC. 

(3) Media 

The Audit Staff recommends that DFP docmenat that the 
advertisement referred to by the Audit Sulfwcre neither coodinated with DFP nor 
contained an electioneering message. 

DFP Rapoase 

The RNC independently designed. produced. and aired the issue 
advertisement campaign referred to by the Audit Staff. DFP did not direct or control 
those ads. The RNC created. produced, and distributed those ads without direction 
from the candidate or the campaign. The IWC had full and final authority over both 
the production and the geographic distribution of he ads. Ncither Senator Dole nor 
campaign personnel panisipated in the production or airing of the ads except that the 
W C .  as a maner of countsy. showed the ads io the campaign afier the ads were 
finalized and made public. & affidavit of Scon Reed at Exhibit 6. Indeed. here 
were occasions where Senator Dole and the campaign were dissatisfied after viewing 
h e  finaliztd RNC ads. which were aired. 

The Audit Staff gives much weight lo a lelevised interview that 
Senator Dole gave in Orlando, Florida on June 6. 1996. in which he said that the 
RNC was airing B si- second ad about the "Bob Dole story." Nowhere in that 
interview. however. does he suggest lhat either he or his campaign staffdirected or 
even panicipated in the production or distribution of the ads. Rather. the interview 
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suppom the contrary - that the RNC showed the ad to the campaign after it was 
finalized and made public. 

As for Don Sipple. he and his consulting firm, New Centwy Media 
Group. inc. (“New Century”), ceased being a consultant to the Dole campaign on 
March 3 1.1996. Although he was re-hired by the campaign on June 2 1,1996 for 
convention-related services. he was a paid consultant to the RNC during the time in 
between. Thus. when the ads at issue were created, produced and aired, Mr. Sipple 
was being direcied by and his legal duty was 10 the RWC. 

Some film footage used in “The Story” had been shot for the cam- 
paign earlier by Mr. Sipple. However. the RNC made a decision independent of the 
campaign to usc that footage in its ad and entered into an ”ms-length” agreement 
with DFP to purchase that footage. The RNC purchased certain footage created by 
Mr. Sipple for the campaign at the standard industry “clip aate“ ofS.40 pr second. 
The campaign did nor control what film footage was chosen by the RNC or what 
issues would be addressed by the RNC advertisement. 

Even if there was coordination. coordination with a presidential 
campaign does not. by itself. transform a national party committee s advertisements 
into in-bnd contributions or coordinated expenditures. Sn A 0  1985-14. Those 
advertisements must also depict a clearly identified candidate and contain language 
expressly advocating the election of that candidate. &g I& Bucklev v. Valeo, 
424 U.S. 1 . 4 2 4  (1976): See Main Right to Life C o m m i t t e e . I n c C ,  915 F. 
Supp 8. 13 (D.Me. 1996); Clifion v. FEC. 927 F.Supp493.499 @.Me. 1996). The 
ads in question are also the subject of an investigation by the Commission. 

Thus. there was no in-kind contribution in the amount of $1 7.904.235 
from the RPIC to DFP. Moreover. phis amount should not be amibuted to DFP’s 
spending limit. 

(4) Pollling Expenses 

The Audit Slaff recommends that DFP present evidence ha t  polling 
expenses incurred in relation to the RNC issue d campaign described above did not 
qualify as in-kind conaibutions to DFP in the mount oPS547.801. 

DFP did no1 conduct any polls after Senator Dole became assured of 
the Republican Pany’s nominaiion because there were no more primary elections for 
which such polls would have k n  useful. Indeed. the Audit Staff itself has 
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recognized that Senator Dole became &e presumptive nominee in the end of March 
1996. Thus, the Committee has no documents regding polling for the period 
referred to by the Audit Staff. 

With respect to Tony Fabrizio. his contract with DFP ended in March 
of 1996. Any activities engaged in by Mr, Fabrizio for the RNC during the period 
referred to by the Audit Staff were wholly independent ofDFP and engaged in solely 
on behalf of the RNC. Indeed, given that the polling documents sought by the Audit 
Staff are those concerning the RNC's independent media campaign described above, 
DFP would not have any relevant documents. Thus, it is possible that hAr. Fabrizio 
conducted polls in connection with the Media campaign addressed above, but any 
such activity would have been ~ Y h ~ l l y  separate from and outside the knowledge of 
DFP. 

Thus. the WNC did not makt an in-kind C O R I I ~ ~ U ~ ~ O B  to DFP of 
$547.801 and this amount should not be: added to DFP's expenditures subject to the 
limitations. This LUIIQW~~ i s  dm not p y a b l e  10 the U.S. Treasury. 

B. Primary Expense Paid by Related Committees 

Audit Sonfa Findings and Recrsrnme~daOions 

The Audit Staff recommends that DFP demonstrate Phat the $454,404 
incurred by the general election legal and accounting compliance Committee 
("Compliance Commiaee" or "GELAC") in travel and overhead expenses were not 
actually DFP expenses. 

The Audit Sraff found that DoleKemp incurred $416.00@ in expendi- 
lures between Jme 17.1996 and A I J ~ S I  14. 1996. $278.562 of these costs were for . 
goods. facilities and services wed in the primary period. ($7 1.000 of this rent which 
IS discussed in ltus section at Pan D). The Audit Smffrecomends that DFP 
demonstrate b a t  these disbwemcnts were not primary Elated and that goods and 
services w m  w d  in the gencral election period. 

The A d i t  Staff found that 577239 in materids used at the 
convention were an in-kind conmbution from the Kcmp for W Committee to DFP 
because they promoted the candidacy of Senator Dole and occumd prior to the 
convention. 

DFP Reilpon5t 
I I  
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DoleiKemp and the Compliance Committee made expenditures for 
overhead and salaries of individuals who were working exclusively for the general 
election and paid a pro-rata share of the travel costs incurred on their behalf under 1 1 
C.F.R. 9034.4. Thus, expenditures made by the Compliance and the General 
Committees were properly allocated to those committees, respectively. 

(a) The Compliance Committee 

The atrached documents establish that payments made by the Compli- 
ance Comminee were for expenditures for overhead and salmiuies incurred exclusively 
for the benefit of the Compliance Comminee. Set Exhibit 7. Indeed. the Audit Staff 
focuses on costs incurred for facilities and expanded work space that would be used 
by the Compliance Committee exclusively in the general election campaige. This 
rebuts the presumption thal e x p e n d i m  hcuned prior to the date of a candidate's 
nomination should be allocated to the primary election. 11 C.F.R. 5 9304.4(e); 
Financial Control and Compliance Manual For Presidential Primary Candidates 
Receiving Public Financing Chapter 1. Section C(Z)(c). 

With p6qxct to the firnQaisers in Texas and Tennessee referenced by 
the Audit Staff, DFP har pro-rated between the Committees the corn of ahc 
fundraisers and travel thmto in accordance with the Commission's regulations at 1 1 
C.F.R. 9034.4. Indeed. when vavel costs were Elated to a dual funchising purpose. 
the Primary Comminee diligently followed the Commission's procedure for dlocat- 
inE such expenditures between the Primary Comminee and the Compliance Conunit- 
tee. 1 1  C.F.R. 9034.7. 

'Thus. only $35.3 I7 is owed to the Compliance Committee. Also, 
only S35.3 17 should be added to DFPs expendims subject to the spending limit 
and 1610.860 is repayable IO the US. Tmsury. 

(b) The Dolc/Kemp Committee 

Expenditures made prior 10 the dare of the Republican papty conven- 
tion are allocaled to the general election if those expenditures were made exclusively 
for g e n d  election purposes. 1 I C.F.R. Q 9304.4(e); FiRarncid Control and 
Compliance Manual For Presidential Primary Candidates Receiving Public 
Financing Chapicr 1. Section C(l)(c). The attached documents make clear that the 
expenditures singled out by the Audit Smff were for facilities. including furniture. 
supplies. and equipment and the build-out of (he office space necessary io 
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accommodate the larger campaign staff. obrained for the g e n d  election. &g 
Exhibit 8. As Andrea Mack, the campaign’s Deputy Director for Administration, 
explains in the attached statemenf the general election committee had to begin 
preparation for the general prior to the date of Senator Dole’s nomination so that 
Comminee smff wodd have facilities and equipment with which to work once the 
general election campaign began. 
election purpose for which almost all ofthese pre-convention expenditures were 
made. they must be attributed to rhe general election. 

Exhibit 9. Thus, given the exclusive general 

Upon review of the items in question, the Committee has determined 
that S 1.543. I6 should have heen paid by Dole for President. The remaining 
5262.054.65 is not owed to DoleKemp. Also. this amount should not be added to 
DFP‘s expenditures subject to the spending limit and $80,581.80 is not subject IO 
repayment to the U.S. Treasur). A repayment of 5474.52 is due. 

(c) Kemp for Vicc-President 

Commission regulations clearly permit a candidate or his authorized 
cornifnee to include a xfcrcnce 10 another federal candidate on campaign materials 
used in connection with volunteer activity without making a contribution to that 
federal candidate’s campaign I I C.F.R. 100.7(16). Thus. Kemp for VP did not 
make a contribution to DFP when it  used Senator Dole’s name on signs and provided 
those signs iind other permissible campagn materials to volunteers at the Republican 
convention. 

Thus. $77.237 is no! owed to the Kemp for VP Committee. Also. this 
amount should not be added IO DFPs expenditures subject to the spending limit and 
S3.750 is no1 subject to repayment to Ihe U.S. Treasury. 

c. Telephone Equipment Leases and Purchases 

Audit Stnu Fiadings and ~ceQmmrndrtiQnr 

The Audit SdT found that a series of leases that DFP entered into 
uith NTFC Capilal Corporation. Inc. (“NTFC”) resulted in prohibited corporate 
convibutions from NTFC 10 DFP. The Audit ScaHaIw found that the TPNC, 
DolcKemp. and the Compliance Cornmines made in-kind contributions to DFP by 
paying for a ponion of Ihc tclcphonc system expenses. 

The Auditors recommend that DFP demonstrate that NTFC has no! 
I3 
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made an unlawful contribution in the form of an extension of credit outside noma1 
course of business and that the RNC. DoleKemp, and the Compliance Committees 
properly paid a portion of the telephone expenses. 

DFP Response 

Florida Pbooe System 

DFP agrees with the Audit Staffthat DFP owes DoleKemp 54.368 
for a phone system transferred between comminees in error. This phone system. 
used in Florida remained on the assei list. in error. afier it was reponed stolen. 

DFP dimgees with the Audir Staff, however, in that the delay in 
resolution of aolen equipment between the campaign, vendor. and insurance 
company eonnitUtes an extension of credit While the vendor ibalized a settlement 
offer in January of 1998. h i s  item. in fact. is still in negotiation. Also, while the 
insurance company did send a payment of %5.000. the campaign is still questioning 
the amount. Should the insuuance company pay for the lost equipment as the 
campaign is requesting. then bere would k no additional amount subject to the 
spending hmitaiion. 

DC Pbooe Sysrern 

Regarding the phone system at the national headquarters during the 
P n m q .  the purchase price was S308.8M (16 payments ofS19.3M = $308.864). On 
August 22. 1996. the system was wlued at $282.000 and DoleKemp purchased it for 
$169.200 or 600% of value. 

After the election on November 5. 1996. the phone system was sold io 
DFP to be used for wrnd-down purposes The wind-down purpose for the phone 
system was to provide phone service to s d a n d  auditors necessary for campaign 
clox out and audit activtties. The phone system was sold for 60% of fl69.20Cl or 
S IO1 510 This mmacuon was recorded on the books on July 28.1997. This 
transaction should have becn mcorded eight months earlier. but the books were 
updated all ai one ume in July when thrs issue was acted upon and finalized. 

The phone system uas llien sold to a third party for $130,000, of 
which DFP only realized $ 1  10.500 (919.500 was paid in commission to Line Two 
Communications). The cost uas deposited to the Generaj ascount initially in error 
and then was vansferred IO the comci P n m q  account. 
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Since $308.864 was the purchase price of ths phone system during the 
Primary, DFP should have sold the equipment to DoleKemp for $185.3 18 or the 
actual 60% (rather than S 169,000). During wind-down. DoleKemp should have sold 
the equipment to the Primary wind-down team for $1 1 1,191 or the actual 60% 
(rather than $101,520). 

By correcting the 5 169.000 to $1 85.3 18. DoleKemp owes the 
Primary an additional $16,318. By correcting the $101,520 to $1 11,191, DFP wind- 
down owes DoleKemp $9.671. The net is that DoleKemp owes DFP $6,647 for the 
DC phone system. 

The f130.000 receipt. however. by DFP was reported on line 20A on 
the 3"' quarter 1997 FEC report. It appears that this receipt should have been 
reported on lie 20C and, thus, the Audio Staff may be coma in adding this mount 
to the expenditure limit. n e  Audit Staffask why the sale to DFP was recorded on 
the books on July 28 when the check from the 3d party sale was dated July 24. We 
explained the reason above. However. if the Audit S&wan~, we are willing io 
reverse the ti-ansaction between DoldlCmp and DFP. Please note that, even if &e 
sale of this equipment from Dole/Kemp io DFP wind-down were 13 be reversed as 
the Audif Staff suggests. there would be no significant change to the net result. 
DoleKemp would both return 10 DFP the S 1 I 1. I9 I it received for the equipment and 
deposit the $1 10.500 received by the Primary (which received it from the third 
vendor). 

The Audit Staff questions two panial payments made by the GELAC. 
During the month of May. 7% of the campaign smff were employed by the GELAC 
and accordingly 7Y' of the phone system was paid by them (7% ofS19.303.96 = 
$1.35 1.28). During the month of June, 4% of the campaign staff were employed by 
GELAC and accQrdingly 4% of the phone synem was paid by them  YO of 
S 19.303.28 = 5772.16). DFP finds these allocations to be appropriate. 

Regarding the payments made by the WC. these were valid 
coordinated expenditures (see dixrsosion of RMC coordinated expenditures in this 
section at Pan A( 1)). 

M y .  with regard 10 an outstanding amount due IO W C .  both the 
vendor and the campaign were unaware b a t  a payment was ouwmding. Since the 
Audit Staff has concluded that an amount is due. the campaign has contacted the 
vendor 10 further invesiigate and resolve this issue. 
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The Audit Staff finds that the cainpaig~~ is responsible for making 
payments on a phone system being lcased by one of it5 vendors (New Century 
Media). DFP believes. and NTFC (the Lessor) concurs. that it is not the campaign's 
responsibility to fulfill the contractual obligations of a vendor. Consequently. DFB 
cannot have incurred any debt or extension of a d i t  on its behalf. 

Summary 

DFP owes DoleKernp $4.368 for the Florida phone system and 
DolelKemp owes DFP 86.647 for the DC phone system. The total adjustment should 
therefore be a S2.279 transfer from DoleKemp to DFP. See the anached chart at 
Exhibit IO.  

D. Campaign Hemdquamers Secmiry Dtep~sb and Rent 

The Audit Staff found that the WC's we of coordinated finds for the 
July and Aupusi rend payments for the national campaign headquarters at the IO* 
floor (" I Oh Floor") of 8 I O  1 S m t  and renovations to the lo* floor and other oflice 
space used by the general election campaign staff constituted excessive contributions 
IO the primary campaign. 

The Audir Staff also found that the Compliance Committee and 
DoleKernp owed BFP the wcunty deposits refunded to the Compliance Committee 
and DoleKemp rather thaar DFP. 

The Audit S a  rtcommends phat DFP demonstrate ohat it did plot 
receive an excessive in-kind contribution from the RPIC in the mount af $1 16.307. 
and that neither DoleKernp nor the Compliance Committee owe DFP monies for the 
refunded security deposits. 
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DFP Response 

Rent, Renovations, and Occuponcy Costs 

The IO' floor was used by BoleKemp in the general presidential 
election and was used exclusively by persons working for the general election 
campaign. Thus expenditures for renovations and improvements for the 10" floor 
($64,647) were made for the purpose of supporting the general election campaign. 
See 11 C.F.R. 9034.4(e)(3)(expeaditurcs for overhead and use of office space apply 
to the general elections when the overhead and office space are exclusively used for 
the general election). see also discussion and statement of Apldrea Mack at Exhibit 8. 
The use of coordinated funds ($1 16.307) to pay for such renovations is consistent 
with the Audit Staffs assenion that coordinated funds must be used for activities in 
s u p p r ~  of the gened election. ahus. the RNC properly paid for renovations to the 
IO' Floor and its rent. 

Additionally. the Audir Stsnffquestions No partial payments made by 
the GELAC. During the month of May, 7% of the campaign staff w m  employed by 
the GELAC and accordingly 7% of the rent was paid by the GELAC (7% of $28,382 
= 51.987). h i n g  the month of June. 4% of the campaign staff were employed by 
GELAC and accordingly 4% of the rent was paid by the GELAC (4% of $48677 = 
SI .947). DFP finds these allocations IO k appropriate. 

Deposits a d  Deposit Refunds 

The Audit StAT repom that the Primary paid 5104.362 in rent deposits and 
rhai the General paid S20.295. The audit staff questions h e  deposit paid by the 
Gtnenl cornminee. The iennh noor. however. was acquired and being set-up for the 
General election. The tenth noor occupants wck Dole-Kemp '96 and a vendor, New. 
Centup Media. 529.1 10 was the rent for the additional space and the same amount 
was required as a secrariry deposit. The S29.110 deposit was allocated to Dole-Kernp 
'96 and to New Century Media based on h e  mount of space that was occupied by 
each Dole-Kernp's dlocation amounied to 920295 and New C e n q  Media's 
allocaiion amounicd to 58.815. New Centwy Media's space wasassigned to Dole 
Kemp '96 in September. 1996. and Dole Kcmp '96 then paid an additional security 
dm591 Qf 98.8 1s. 

On duly 17, 1996. f29.100 was paid by the Primary cornittee to 
Meiropolim Life as a seeunty deposit for the eighth floor. This floor was occupied 
by Dole-Kemp '96 and the General conunittee should have paid for the deposit. A 
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correction for this was made on February 2 I ,  1997 with a wire msfer of $29. I00 
from Dole-Kemp '96 10 Dole for President. Amched, please find the supporting 
documentation for ?his transfer. Exhibit 1 1. 

Total deposits paid by Dole-Kcmp '96 were as follows: 

$20295 IO'" floor 
S 8.815 10"floor 
379.100 Sm floor 
f58.210 Total 

Less the 18.8 15 still payable to the Genmd by the landlord. $5 1.59257 
(549.395 deposit and $2.197.57 interest) is the amount that should have been 
refunded to the General. Since $83,465.99 (577,059.50 dep5it and $6,406.49) was 
d l y  refunded to tbe G m d .  &e additional %3B&Y3.42 (S27,W.SO de@t and 
$4208.92 interest) is due the Primary committee. 

Since the GELAC did not pay toward the deylosit, the SL9.134.69 ($18.417.63 
deposit and $647.00 inkrest) that was refunded and deposited by the GELAC should 
also be retuned to &e Pnmary committee. 

In sum. the $31.873.42 from the Genml committee a id $19.134.69 h r n  the 
GELAC amount 10 $5 I .WB. 1 I and need 10 be mansfexred 00 the Primary committee. 

Total deposits paid by Dole foe President were BS foUows: 

SI 8.387.63 4" floor 

575252.13 Total 
556,ia.so Y nmr 

The deposit refund due i s  S80.618.42 (f75252.13 deposit and 35166.29 
interest). Since $79.6 10.3 I 629.  I 10.00 deposit and $500.3 I interest) was refunded 
to the Primary. $51 .ODs. 1 1 (546.142.13 deposit and $3.865.98 interest) is still due, 8s 
reconciled above. 

The Audit Staff finds that the GELAC should pay Dole for President $647.06 
for interest earned by DFP paid deposits. The c0mmittee agrees and has included 
this amount in P 19.134.69 to k paid IO DFP by &e GELAC. 
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The audit staff also repom hat  the General commicet should pay Dole for 
President f6.406.00 for interest earned by DFP paid deposits. The committee finds 
that 54208.92 should be paid to DFP by the G e n d  for intere-iit on the security 
deposit and has included this amount in the 531 $73.42 to be paid to DFP by Dole- 
Kemp '96. 

Of the S6.406.00 that the audit staff references, $1.687.26 should not be 
included because ir was interest for a securiry deposit ($20.295) paid by Dole-Kemp 
'96. The remaining difference is  $5 10.3 1. This interest mount also relates to a 
security deposit (529.1 00) paid by Dole-Kemp '96, which was erroneously deposited 
in a Primary account. 

The chm on the anashed page summarizes the committee's findings as to the 

Exhibit 12. 
amounts due to and fmm &e various commitpees and tihe effcc~ rhat the transactions 
have on DFP's spending limitation. 

E. Assets Trmnsferped Betweela DFP and the Other 
Comrninees 

Audit Staff Findings and Recommendations 

(a) Supporter Lho 

The Audit Staffrejected DFPs chamcterimtion ofthe sale of a 
supponer lnsr IO DoleKernp as a transfer of assets to DolelKemp. Also. the Audit 
S u f i  found that the entire $378.775 paid by DoleKemp for the lists was due to 
Do1e'E;emp because the Audit Sufi: could not establish a fair market value for the 
IlSI 

The Audit Staff recommmds that BFP document the fair market value 
of the IISI by providing the number of m a  on the lisp. 

DFP Response 

As DFP explained in its previous respm. it is  smndard industry 
prac~icc to esablish a price per supponer m i e  by dividing the total cost ofa 
supponer program by the total number of names generated by such program. See 
sraiemeni anached dn Exhibit 13. As the Audit Staff requested. DFP has anached 
mords documenting that the tow! number of names generated by the Dole Supporter 
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program was 876.087. &. Thus. at 60.40 per name, these documents establish that 
$350,435 was the fair market value of the list. 

Thus, only $28.340 should be added 10 DFP's spending limitation and 
$8,714.55 must be repaid to the U.S. Treasury. 

(b) Film Footage 

The Audit Staff found that thea was insuffkient docurnentation to 
establish that the portion of production cam billed by DFP to DoleKemp were for 
the production of the film footage transferred IO DoleKemp. 

The Audit S M  recommends that DFP document the connection. such 
as use during the general election. between the production cost assessed to 
DolelKemp and a specific commercial. 

DFP Response 

DFP has anached invoices that demonstme that twelve of the 
fomnn advertisements whose production costs were assessed to LoleKemp were 
ured d u n g  h e  pened election. Exhibit 14. shere has bttn some confusion 
generated by the remaining two ads because the production code numbers assigned 
to those ads changed after the ads wen ediied by the p i m a y  ccpmrrsittee, but h e  
onpinal prr-edir code nurnkrs  ere used when the ads were transferred to the 
general committee. DFP has attached contemporaneous memoranda that establish 
thar the remaining IWO ads m f e m d  IO DoleKemp whose production costs were 
charged to DoleKemp were also aired by during the general election. 
5 I06.204 should not be added to DFPs spending limit. nor must DFP %pay 
533157.73  IO h e  U.S. Treasq .  

Thus. 

(s) Improperly Valued Assets 

The Audit SmfT ~QUIIC! that documents for miscellaneous assets 
t m f e m d  from DFP io Dole/);cmp were missing. 

The Audit SI& mamends that DFP p v i d e  docurnem& 
demonsmating h e  acquisition of cenah assets or their costs. 
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* DFP Response 

DFP has no additional documentation at this time, leaving $28.546 
payable to Bole-Kernp ‘96, $24,055 payable to the GELAC, $52.601 added to the 
spending limit and S16.174.81 due to the U.S. Treasury. 

E. Determination of Net Out~t~~adhg Campaigm Obligations- 
Surplus 

Audit Staff Findings and Iscommeadatioas 

When the Audit Staff calculated DFPs net outstanding campaign 
obligations. the Audit Staff found DFP to be in a surplus position of $227,062. 

The Audit Staffrecomme8dls b t  DFP provide evidence !hat it is AQt 
in a surplus position or that the surplus is a lesser amount. 

DFP has mviewcd its statement of net campaign obligations and has 
found no surpllrs. Indeed. i~td monks available 80 DFP are addressed in the 
conclusion. 

rhus. $69.1122 is not repayable to the US. Treasury. 

G. Other Repayments 

Noo-Qualified Expenditures lncurred Prior to the Expenditwe 
Repon Period 

A d i t  Staff Findings mdl  Recommeedsrtioans 

The Audit Staff identified certain items which on their face did not 
appear 10 be qualified campaign expenditures. The total value of these expenditures 
was $2023 1. 

The Audit Staff recommends that DFP document that these were 
qualified campaign expenditures. 
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DFP Response 

DFP does not dispute the Audit S W s  assessment ofthese items. 
Thus, $6221 is repayable to the US. Treasupy. 

Idonqualified Expenditures Incurred in the Post 
Expenditure Period-Winddown Expendimres 

Audit Staff Findings mnd Rerommendmtioao 

The Audit Staff found that the winddown costs should have been pro- 
rated between DFP and DolefKemp. Thus. the Audit SMfound that DoleKemp 
owes DFP $980,569 for its share of these costs paid by DFB. 

Ths AuditStaff~~omKntndsthatDFPd~o~~~the 
Dole/Kemp paid its share of the winddown expendims or that DFP was reimbursed 
by DoleKernp. 

DFP Response 

The Audit Sraff enonmusly imposed a pro-rata rule on the payment 
of wnddown costs. Indeed. nothing in the Commission's regulation requires that the 
pnmw and the general committees split these costs. In the absence of suck a 
directive. DFP is entitled to pay the eniirc cos& of the winddown process. 

Also. the Primary Committee is explicitly entitled to pay for its 
wnddow cos& after h e  date of the nomination. I I C.F.R. 9034.4(a)(3). DFP's 
audit has k n  going on since the presidential campaign came zo an end. Also. there 
has been no distinction beaween DFP's audit and DoleKemp's audit. Thus. DFP is 
explicitly entitled to pay for the windtiown costs under 11 C.F.R. 9034.448) (3) 

Thus. 4301.525 does not have to be repid to the Trcaswy. 

She Audit Staff rcviewed DFP's bank records and found 522 stale 
dated checks totaling SS44.239. 
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- The Audit Staff recommends that DFP provide evidence that these 
checks are not outstanaing or that they are void and no obliaations exists. 

DFP Response 

With respect to the checks with a face vdut  of $1,000 or less. the 
failure of the payee io negotiate the check indicates an intent IO make a contribution 
to DolelKemp. Because donations of personal sewices and personal travel expenses 
are exempt under 11 C.F.R. 100.7@). stale checks of $1,000 or less having IO do 
with such ~ X S O I M ~  services or mvel need not k repaid to the Treasury. Thus. only 
$21 1.040.64 must be repaid to the Treasury. &g Exhibit 15. 

IV. Conclusion 

To the extent that %he Committee may have exceded the spending limit, that 
amount. according to the Cornittee's calculations, would be no more than 
approximately S 1.5 million. Thus. a repayment could not e x c d  %461.000. 
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. lepublican 
National 
Co mrn iltee 

- AS we approach the time when it may b e a m 6  bar who our M&M 
will belit is crucial our supportare 9 not get .sG%red h ~ ,  participating 
@ any 'independent erpenditure' c~ampaigw that purport ta be helping 
'the Republicag nominee for president. 'fiefie a ~ p l  ha gc8I118 that primarily 

I' . .&urn revenue for their orgaaizera. and even if tbep a m  honeat &d well 
,. intentioned thla is the wmng appmach. 

Under federal law, &e. Republican N a t b d ' C o m m i t t e e  is '&wed to' run 
. iaaue and generic advertiaing in the April to August prv4onvendon period. 

That is how we plan ta.get the Republican rneaaap in h n t  of the votars. . 

then KO produce positive results. 

.. 

.' 

independent expenditure campaign is tab more likely to dilute that effoff 

-. 

. 
"he reason rrn Writing yau about thie ja two sfaries, one in Monday's W A  
Street J o u r n d  and the other in today's -n Tim es. 

T h e  Joumd.etnry mentions an independeat expenditure efbrt called 'Vllzire 
House '96." It say8 a p e m n  named Thornae Tripp h a  regiatered a political 
action cornmi- by that name with the Federal Uectioo Cornmimion. TApp 
teUa the  J O ~  he 'has had held ta lLa  with h c t - m a i l  czar U a r d  
Vigurie.' 

In t h e  ' ~ L O V  Tripp u quoted as saying ha gmup w i l  
r a i x  money "to apend on behallof (Senamr Doh)  ar wphoever e l m  IE the 
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MEMORANDUM FOR REFUBLICM LEADERS 
March 6, 1996 
Page 2 

Our nomigee ie likely (but n o t  certain) Co be kn~wn by the end a fM~i -& 
Because of pmvieione of the federal election law, OIZP nomina i a  &e& ta 
be. bmke and to ham ruached the qending limit h e d  by law (ueL?ae it is 
Stem Forbes who haan't aaxpted f.ei?deral tun& and, thereibre, ia under 110 
Limit) Aseuming o u r  MXn.iIle0 h reached the k n i t ,  be not be abh e0 & 
radio and "V apots.or conduct much in tha way of campaign actin@ uacil the, 
conventim in August. 

. - - . -  
First, the party (the BNC and o& sate party organizatiomi) are a b w e d  &I 
run iseue and generic pany  advertking, and wa have a eizabl? (though it 
needs to be bigger) budget for that  We are a&ed&d to begin in A p d  

' Second the  parry can coordinate o u r  generic advertising witt anybody, but 
ap independent expenditure group h not dowed ta coordkuce or ansult 
with the nominee'e campaign or the party. It muBt he truly independent. 
That means it is not only uaaarountlible. but could, actudly NIA out to be 
a looee cannon saying eomerhing very different from what t h e  message 

2- 

- .c . shouldbe. 

-. 
C .  

' . Finally, some independent eGendic&.groupe-in the past have spent h O S t  - - 
all their revenue to  raise money. h g  3ome po&eta without sig-dk-tly 
helping &e c p ~ m p a i g n  

I don't know Thomae Tripp, and he may be honest ae &e day LE h n g ,  well- 
intent ioned and honorable. In fact I assume he la id three of these a g s .  

Noneche le s~ ,  t he  rule or the Republican Party ie to carry OUL rlue fu~ct ron .  
An independent erpendicure committee k nor needed or prudent. for che 
and OUT state c s r a e s  

I wanred YQU 10 b o w  du. a c d  ! urge you EO make your he 
where y o u  a d  thox = a m y  should EO. Lf the goal i~ to e k e  a %pubti- 
o r P 3 id c c : 

~L&U :hu role. 

_ _  
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sipple Strategic communications 
Attn: Don Sipple 
2600 Virginia Ave., NW 
suite 512 
Washington, DC 20037 

Dear Don: 

Thank you again for involving us in the work you are doing for the 
Dole Caxipaign. We value your. business and the trust: you put in our 
staff and fac'ilitieu, ,. We.. look forward .to a . challenging . and .. 
rewarding .!!seasorin. ...... ..,. . '. - . 

. . . .  . . . . .  . . . .  . .  ... . .  . . . . .  . . .  - .._ - ~ . .  
. . . . . . . .  

. .  
- . . . .  - .  

As you -.know, Interface and DC! Post will be providing post 
production services this season to you'and the staff of New Cent- 
Media, as well as consultants and producers for the Democratic 
presidential candidate. Given the importance of this race coupled - 
with the close proximity of the opposing camps, we are approaching 
this season with extra measures of care to protect the 
confidentiality of both sides. We have given much thought and 
discussion to exploring measures we and our staffs should take in 
Order to provide a secure work environment for both sides. The 
outcome of those discussions have resu1ted.h the implementation 
of the following procedures at Interface and DC Post, 

Your post production %ome" will be D.C. Post. The Democratsq home 
base will be Interface. Every effort will be made by our 
scheduling and operations departments to accommodate your needs 
within your home base ( i . e .  D.C. Post). some of our services, 
however, are unique to one facility. They are: 

F i l m  to Tape Transfer at DC Post 
IMC Camera at Interface 
High-end Special Effects at Interface 
Closed Captioning at Interface 



In the event that services needed are only available at Interface, 
the following measures will be taken by our'staff: 

+ Our scheduling department will make every attempt to avoid 
concurrent Democrat/Republican sessions within the same facility. 
As you can imagine, there is no way for this to be 100% guaranteed. 
Our staff will not provide any information regarding scheduling of 
the opposing party. Because you may, as you have on occasion, in 
past years, encounter other consultants and their staffs while 
working at DC Post and Interface, we recommend that your staff 
take appropriate precautionary measures when working at Interface. 

+ When Squier staff are at DC Post and when New Century staff are 
at Interface, an escort will be provided to monitor the whereabouts 
of people and materials. (Bathroom.trips, though, will be solo.) 

As a further measure to protect the confidentiality of your 
materials and activities, we ask that you restrict your activities 
to certain areas within the facility as follows: 

+ Your company has been provided with a private office with a lock 
on the door at DC Post. Please use only this space to conduct your 
business activities when you are not in a scheduled session. The 
kitchen and other central areas are not secure and should not be 
used for business purp~ses. Interface and DC Post cannot be held 
liable for any documents-that are left behind in public aress. 

+ Only Interface and DC Post staff are allowed in Duplication, the 
Expediting areas, the central machine room and the tape libraries. 
No one from your staff will be allowed in these areas at any time, 
without exception. 

In addition to these measures, the entire staff of Interface and 
DC Post has been instructed to keep an eye out for any situation 
that could possibly jeopardize the confidentiality of a client's 
work. Some specific points were singlgd out. 

* Any script or other political material that comes into a staff 
member's possession are to be shredded immediately if they are not 
being used in a session. 

* Faxes are to be removed from the fax machines immediately upon 
arrival and delivered to the intended recipient by hand. Please 
alert the receptionist of any expected faxes so they might be on 
the lookout for them. Faxes that are being sent should be returned 
to the person who requested the fax as soon as confirmation of 
transmission is received. 

* No discussion of political work i s  to take place out of the 
office. 
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The management and staff of Interface and DC Post are aware of the 
highly sensitive nature of the material that will be produced 
within our facilities. We are honored to have been selected as 
your house of choice for this very serious and important project. 
We hope the specific steps outlined above help to show you that we 
are committed to providing you with the best service possible and 
highest Level of confidentiality that is within our power. 

Please also find included a copy of the speech Tom Angell made on 
Friday, June 7, 1996. A special all company meeting was called at 
8:15am to be sure everyone would be available to hear Tom's 
message. I hope this reinforces to you how seriously we value your 
business and unique needs. 

Professionally and personally, we enjoy working with you and your 
staff. Thank you for giving us the opportunity to work with you 
on this historic event. 

If you have any questions or concerns please do not hesitate to 
call me on my direct line at (202) 457-5823 or Tom on his direct 
line at (202) 457-5820. 

Elise Reeder 
Executive Vice President 
The Interface Group 

cc: Tom Angell, Joyce Peiffer, Heather Welsh 
Enclosure: Angell speech copy 
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Halcy Barbour Evelyn W. McPhail 
ChiRilM Co-Chairman 

FOR IMMEDIATE RELEASE CONTACT: Mary Mend Cnwford 
May 16, 1996 Virginia Humc 

(202) 863 - 8550 

RNC ANNOUNCES S20 MTLLION TV ADVERTISING CAMPAIGN 
Slalcmcnt by RNC Chairman Nalcy Barbour 

“Ycstcrday, wilh Scnacor Dolc’s announccmcnt hat he will rcsign &om h y  
Scnarc to & a f$I-hic ~wdidalr: for pfcsidcnt. the 1996 presidential campaign bcgan in 
~ C S L  Couistcnt with h a t ,  the Republica National Comruincc is announcing today 
that wc will lawxb a $20 m-i!lioo iUuc-advocacy advcm‘sing campaign beween now and 
OUT convcnuon h Augun u) get thc issua of h i s  campaign bdorc thc h c r i c a n  people 
and to gct the truth out about tbeK issucs. 

“If lhis campaign turns on issucs. Republicans will wio bcul lsc thc ~ ~ ~ c n ’ c a n  
pcoplc ovcnvhclmingly ;upport OUT idcas of a balanccd budgcL KZ CUE for working 
fmi l i c r  and for cconomic p v &  gcnuinc wclfarc nrform and moving power and money 
away born Washingon and back to h c  pcoplc and thcu sum and communitics. 

”Thc first spot wc will launch. will focus on the balanccd budgct arncndmcn[, and 
Blll Clinton’s many flip-flops and psiti00 chan~cs  on balanckg thc budgct. 11 will ,k 
d r a w  from the awxd-winning tclcvision ad p r o d l i d  Ian ycar cntirlcd ‘LcI’s Bc Clear.’ 
Thc ad will coincidc with Conpss iona l  coasidcration of rbc balanccd budgcL Last Y C X .  

rhc Rcpublican Con-, Icd by Bob Dolc, paswd Ibc fim baianccd budgct in 16 year;, 
but Clinton vctocd i L  

“TIC Republican National Commincc has nor launched a major advcniskg 
campaign until this p i n t  bccaux, UnLikc Ibt Democrats who havc thc unions spending 
millions in compulsory union dues on Lhcu behalf, wc do nor havc d i m i t c d  rcsouccs. 
Thc Rcpublican National Committee rnw iaix all its funds &om v o l u n ~  
c o n r r b u t i o ~ .  

Page of .L, 
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Memorandum 

TO: J o - h e , M a r k  
From: Chip 
BE: Sign-off for 1st Victory '96 appeal 

I am a linle umepcain I to what degree 1 have the approval to move ahead on this 
f i t  V96 mailing. 00 thc spreadshedplan. this fvst appeal (the Platform Survey which 
you approved copy on yesterday) would mail 10 thnc groups: DFP masterfile. IWC 
actives and commercial prospxrr. I need to make certain that I am OK to move ahhead on 
producing these packages ro moil QI s o e n ~ ~ p o s ~ i b k .  The wpy appears to be on the way 
IO being approved. so I mull Io re-run the nlvnkn by you. They are as follOw5: 

Quantity Grost cost Net 

DFP msstefile 250,000 S225,Ow) S102.500 Sl22,5@0 

RNC actives + 650,000 S455.000 9253,500 S201.500 

Prcspecting 500.080 S161.500 S190,O S(28.500) 

Total 1s mail wave 1.400,000 S841.500 $546.000 S352.500 

Again, these numbers arc conservative based on actual past tesulu. We should 
c.rcecd rhcm by a small mapgin. 

We will need rppmximately S380.000 up front for postage. list rental, and 
production. although I may be able to negotiate on thc list rental and possibly the 
production. 

I have anached the commercial list rcconunm8ations for your infomarion and 
review. The lists in bold italics are che lists that nened money for DFP in Ihm or m m  
tcsu. che lists in bold rwned money mice. and Ihe regular typeface lists axe new t e a  of 
lists which have worked well for the RNC, NRSC and othen. 

Please give me approval to move full SpCeB ahead on this. or advise me on wlpm 
weds to k done 10 get chis movinp. 
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Republican 
National 
Committee 
Haley Barbour 
Chairman 

June 5, 1996 

MEMOR4NDUM FOR CURT .WDERSON 
RUTHIE USTLER 

_. 

FROM: HILEY B.4RBOUR 

SUBJECT: Uh'IT\* E\FNTS/GOP R4LLIES 

Your mcrno of todaj- rcquccting S800.000 in budget authorit!!. tozpend o n  the 
. . costs of LniKy Events  is rcccivcd h u t  nor approved. 

\vc hnvc hcrctoforc approvcd npprosimarels $500.000 ofadvance  costs Tor 
ar r ; lngcnica tgor  Scnnror Dolc to mnkc appearance a t  \'ictory '96 
fuirdr;iisinyevcnts. I crammed thar into the budget with thc espcctarion 
th:i l  rhc costs would h i  rnorc than ourwcighed b!. the ' revenue generared.  
Thcsc. L'iiicy Evcnrs. 2 s  I undcrsrnnd !.our memo. would not generncc 
i'l'\'cnuc. a n d  thc S800.000 cost svould come off the bottom h e .  U.c do nor 
h:I\x* I h e  moncy. 

I , \ . i l l  rcsiich oui io Scoti Rccd to ask him to considcr whether the Dolr 
c:imp:ii:n would want u': (0 1) rcducr other spending. such RS thc issue 
n(l\x~cncy tc l rv is ion ndvcrrising. b,v 5800.000: 2) significantl!. incrcasr  ( h e  
numbcr  ;ind lead tirnc for \ 'JCl@r?' DG e \ ' c n t c  i n  order  to offset thew cosis  
f . :~J ihr iu~h I nm noi conr.inccd 21 this r lmc t h a r  thc  I - i c ton  '9G c w n t s  will 
prttducc' t he  rcvcnuc currcnrty anrlctpxrcd 2nd budccrcd lor cxprndi turc :  3 )  
ntli > ] J V f l d  rhc sum rcqucstrd for LnIih Evcnts.  or 4 )  consider somc o thcr  
:I I I ( ' r  n ; i  t I \T. 

hc  : i nd  I cnn discuss 11 



Republican 
National 
Committee 

Jul! 1 1 .  1996 

I\lEMQR4SDUM TO CHAIRMAN BARBBUR 

cc: CO-CHAIrnAN IMCPHAIL 
S A N F O m  M C A L L I S ~ B  
ED GILLESRIE 
FOSY WAMMOND 
R r n m a r n W  
ADAM STOLL 
DWIGHT STERLING 

FROM: CUXT ANDERSON 

RE: FLORlBA MEDIA BUY 

We agreed on the inirial markels for the Florida mdie buy. This Bup, satisfies tho 
campaign. the Florida pany. me. Ed. and Senator Mack. It is as follows: 

: -  I=EE 
Ft. Myers S40.00 
Jacksonville 570.00 
Orlando 590.00 
Tallahassee $25.00 
Tampa SI 30.00 
West Palm Beach 555.00 

Total 5410.00 Con Pet Point 

S950.000+5410 Con Per Point - 1,829 Peinrs Per Market 

.As you can see this will give us over 900 poinu per market for both the budget and tax 
ads. This buy reaches 91.2% of the state. The Mimi market is 20%. 

The MobilelPcnsacola market is very inefficient. One of the stations (WEAR) reaches 
FL. and the others are strictly Alabama. WEAR reaches 4% of FL. The cos,gn pi%iit 
would k 460.00. If we bought this it would reduce ow total points per market to 1596. 

Fa 044600 



DATE: July 10, 1996 

TO: Haley Barbour 
Sanford McCallister 
Ed Gillespie 
Curt Anderson 
Suzy DeFrancis 

FROM: Adam Stoll 

RE: RNC Media Schedule 

Don Sipple and Tony Fabrizio have suggested a change in the current plan for the RNC media buy. The 
plan as if  currently exists would have us off the air for the entire two week period of the Olympics and then 
back on the air during PIatform Week before the convention. The suggestion is to go off the air for the first 
weekend of the Olympics, 7/20-7/22, and go back up on 7/23 through the end of July. Alsa, in many 
states we have a savings due to changing costs aver the period ofthe buy that we would use to expand 
the buy into August for those individual states. Below is a chart detailing the plan as it currently s1ands 
and the proposal as sketched out by Don and Tony. 

240 3004 

325 345 
250 260 
280 290 
230 250 28 
250 290 

The plan would call for running "Pledge" in all states through the end of the buy except in California where 
"More" will run in rotation. 

Please contact me, Don or Tony and Let us know how to proceed, 

- >  

15" ent _Iup___I_. 

810 First Street. NE - Suite 1010 Washinglon. DC 20002 (202) 789-1800 * (202 )  789-8092 ( fax)  
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National 
Committee 

June 3. 1996 

bcc: Jay Banoing 
Tom J o r d t a k  
t B  Gillesspto 
Sanford ScAllfacar 
Curt Anderson 



MERIORANDUM TO THE CI3A-N 

cc: SANFORD McALLISTER 
CURT ANDERSON 
TONY FABRIZIO 
BOB WARD 

FROM: WES ANDERSON 
CHAPULPE NAVE 
JOEL MINCEY 

DATE: 16 JULY 1996 

RE: MID-MEDIA STATEWIDE TRACKS 

Analysis 

The mid June tracks demonstrate significant movement in the ballot tests of five large 
target states. While this is good news, the top-line ballot numbers do not tell the whole 
story. The Mid-track ballot tests show an improvement that mirrors Dole gains evinced in 
national media polls. In those national polls, Dole has improved from a 28 point deficit to 
a 1.5 point deficit, resulting mostly from a drop in Clinton’s favorable rating. 

Actual changes within our target states ranged from a nineteen point improvement in 
Illinois to a 20 point loss in Dole ballot position vis-a-vis Clinton in Delaware. Dole made 
significant gains in eight states, including improvements of 10 or more points in six states. 
The ballot test remained largely unchanged in eleven states and Dole’s position worsened 
only in Delaware. 
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For the most part, it appears that Dole’s ballot score changed very little. Et was a droD in 
Clinton’s support that explains the overall four point gain. A mbgroup analysis of 
changes in Dole support on the ballot test within the top six improved states shows that 
there was no set ofgroups that consistently moved over to Dole’s camp. Rather, the 
change in the ballot test margin seems to be most related to high Clinton strength on the 
May ballot test. States in which Clinton demonstrated the highest supporl. in the May 
surveys witnessed the largest Clinton loses in the June surveys. In  other words, Clinton 
has lost ground and Dole support has largely remained static. 

The most imponant and encouraging finding is that Dole’s largest gains are in the largest 
states, but again, these balIot tests represent Clinton loses more then Dole gains. Either 
way, the ballot test movement improves our outlook on the electoral college. 

Unfortunately, though, the data shows that the media driving these ballot changes are the 
earned media events rather than our paid media. Specifically, the Filegate and Whitewater 
stories diminished Clinton’s standing in the ballot test significantly. Among people who 
thought those stories were true, Dole did much better on the: ballot test. In fact, in some 
states Dole won the ballot test among voter who believe that the Filegate story is trie. 
The earned media about the abortion plank was also a definite positive for Dole, but it was 
not as effective at moving the ballot test as the other two stories. 

By contrast, the paid media failed to improve Dole’s position on the ballot test 
significantly. The Budget ad improved Dole’s standing among the people who had seen it 
in nine states, but had little or no effect in ten states and a negative effect in one state. The 
Bio ad was even less effective. It helped Dole only in seven states, had little effect in eight 

Page 2 
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- 
states, and hurt Dale in five states. An analysis of the open-ends illuminates the problem 
with the commercials. It appears that the “pityquest” problem, which we described in the 
pre-media dial test results, was a major flaw that thwarted the ad’s intended purpose. 

Candidate Image Analysis 

Further evidence of the dominance of the earned media is found in an analysis of Clinton’s 
image. Overall, Dole’s favorable rating increased by a net 1. I%, while at the same time, 
Clinton’s unfavorable rating increased by a ne: 14.7%. The table below shows that 
movement on the ballot is more correlated to an increase in Clinton’s unfavorables than to 
an increase in Dole’s favorable rating. For example, the largest positive ballot movement 
was seen in Illinois ( a net movement of 19 points) - as well as the largest increase in 
Clinton’s unfavorable rating (up 9 points). 

This trend continues for Perinsylvania (18 points on the ballot - 7 point increase in Clinton 
unfavorables) and California (12 points on the ballot - 4 point increase in Clinton 
unfavorables). The only anomaly occurs in Georgia where Chton’s unfavorables 
increased by 7 points, but the ballot only moved 3 points in our direction. 



. 

- 
Dole Favorable Rating & Ad Awareness 

Dole’s favorable rating increased most dramatically in four states: Pennsylvania (up I I), 
Colorado (up 9), Missouri (up 7), and Montana (up 7). In each of these states, the 
commercial or earned media event driving Dole’s favorable rating appear to be different. 
However, in each of the four states (and the rest of the states for that matter) the earned 
media issues (Whitewater and Filegate) are much better known than either of the two 
commercials that we are running. Filegate and Whitewater awareness is in the high 50’s 
to high ~ O ’ S ,  while awareness for the Bio ad and the Budget ad are in the low 40’s to the 
low to mid SO’S. 

As the table below shows in Pennsylvania, where Dole’s favorable rating, increased the 
most, Whitewater had the highest awareness (69%), followed by FBI Files (55%) and the 
Budget Ad (52%). In Colorado, where Dole’s favorable h a g e  increased by 9 points, 
Whitewater and Filegate dominate respondent awareness. Finally, in Missouri and 
Montana, where Dole’s favorability rating increased by 7 points, Whitewater (and to a 
lesser degree) Filegate were by far mentioned most often by respondents. 

IMI I 31 57 I 64 I 50 1 44 I 45 I 
8 I 

ITN I -21 -11 59 I 63 I 51 I 53 I 5 1  I 
~ .. I 

OH -3 I 21 51 
KY -21 53 64 



- 
Clinton Unfavorable Rating & Ad Awaremess 

PA 11 7 55 69 50 42 1 52 
54 GA -6 7 52 63 50 48 1 

CA 5 4 56 70 57 56 I 56 

- 
- 

KY 
1A 
N M  

lMl I -11 31 57 I 64 I 50 I 44 I 45 I 

~ 

-4 -2 53 64 44 50 55 
-6 -2 60 74 56 58 52 
-9 -2 55 68 52 48 57 

Finally, to insure that ballot by earned and paid media awareness is not simply a finction 
of partisanship, party affiliation by awareness was checked. Among those whro responded 
“true” to the Filegate question, on average Republicans hold a 7 point advantage. Among 
those who recall seeing the budget ad, on average Democrats hold a 2 point advantage. It 
must be noted that while the averages were fairly slim, there is wide fluctuation between 
states. The bottom line is that there is no significant evidence that partisanship is driving 
media awareness overall or acceptance of the truth of the Filegate scandd. 



Overall, the Mid-track ballot tests show an improvement that mirrors Dole gains evinced in national media 
polls. In those national polls, Dole has improved from a 20 point deficit to a 15 point deficit. Similarly, 
our mid-track polling shows that, on average, Dole gained four points on Clinton in our target states. 

Actual changes within our target states ranged from a nineteen point improvement in Illinois to a 20 point 
loss in Dole ballot position vis-a-vis Clinton in Delaware. Dole made significant gains in eight slates, 
including improvements of IO or more points in six states. The ballot test remained largely unchanged in 
clcvcti stntcs nnd Dolc's positioti worsciictl only in Delnwerc. 

I Ranked bv change in ballot margin 

e Clinton Margin Dole Clinton Margin - 
61 -31 I 39 51 -12 ~- ___ 

IPA 23 1 30 61 -31 1 3 t  49 -13 

- 
Change in .... 

)ole 5sllot Clinton B~pllot Mnrgin 
9 -10 19 
6 -I2 18 
6 -6 12 
3 -9 12 
4 -7 I 1  

- I  - 1  1 io 
-1  -9 8 
-1 -8 7 
-3 -8 5 
-2 -5 3 
I - I  2 

-4 -5 1 
-2 -3 I 
-6 -4 -2 
-3 -1  -2 
-3 -1 -2 
-7 -4 -3 
-5 - I  -4 
-7 -2 -5 

-12 8 -20 

For the most part, it appears that Dole's ballot score changed very little and it was a drop in Clinton's 
support that explains lhe overall four point gain. A subgroup analysis of changes in Dole support on the 
ballot test within the top six improved states shows llrat there was 110 set ofgroups that consistently moved 
ovcr to I)olc's caiiili. lkillicr, t l s  climigc in tlm hnllot (csl iiinrgiti scciiis lo hc n ios l  rclnlctl to high Clititon 
slrcngtl~ uti tlic May ballot ICSI. 111 otlicr words, Clinton Pins lust grouiid and Dole support lists Inrgely 
remained static. 

The most important and encouraging finding is that Dole's largest gains are in the largest states. which 
improves our oullook on tlie electoral college dramatically. 

Unfortunately. though. the data shows that tlie media driving these ballot changes are the earned media 
events rather than the paid media we have created. The Filegate and Whitewater stories both improved 
Dole's standing in the ballot test dramatically. Among people who thought those stories were true, Dole 
did much better on the ballot test and sometimes won. The earned media about ihe abortion plank was also 
II definite positive for Dole, but it was not as effective at moving the ballot test as the other two stories. 

i 

I @  Attachment __.___-_- 

Page .-LL of 2--- 



By contrast, the paid media failed to improve Dole’s position on the ballot test significantly. The Budget 
ad improved Dole’s standing among the people who had seen it in nine states, but had little or no effect in 
ten states and a negative effect in one state. The Bio ad was even less effective. It helped Dole only in 
seven states, had little effect in eight states, and hurt Dole in five states. It appears that thc “pityquest” 
problem we anticipated was a major ffaw that thwarted the ad’s intended purpose. 
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MEMORANDUM FO 
FROM: CURT 
CC: SANFO&,'ETPDIE 

DATE: 3 1 ~ 9 t 5  
RE: BALLOT ALLOCA'IiION Oh TARGET STATES 

The following chan clearly denionstrates what we alnady know. that any media we place 
in the target presidential states should bc placed through state parties. The average ballot 
allocation in the top 17 target states is 37% federal - 63% non-federal, fhis obviously 
con- very well with our 65% fderal - 35% non-federal allocation, 

Stite (996 Fedoml X 1996 Non4edol  X 

California 33 67 
Colorado 37 63 
Connecticut 33 67 
Fforida 33 67 
IIlinois 43 57 
Kentucky 50 50 
Louisiana 60 40 
Michigan 37 63 
Missouri 22 78 
New Jersey 60 40 
New Mexico 37 63 
N. Catvlina 30 70 
Ohio 33 67 
Pennsyhenia 25 75 
Tennessee 43 57 
Washihgtm 25 75 
wisconsin 33 67 
Average 37 63 

The average is a little deceiving because each state and market has diffemt u)a per 
gross rating point, but nonetheless, the central concept mnaim vdid, In fact. ifyou take 
out the three States with the worst allocation formulas - NJ, KY. LA - the remaining 14 
states have a 33% federal. 66% non-federal allocatioo formula 



s i  
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For illustrdtion purpoxs: - 
fdd - 

c 

610 million RNC buy S6.500.000 

s3,700,000 SI Omiflion sate party buy 

Federal S'r saved 52,800,000 

DOnrfedtral 

s3,s00.000 

66.300.000 

Some have voiced concern thiu buying through rhe state parties could nsult in a loss of 
conml on our fwe There is absolutely no rcason to h concerned about this.' As was 
demonstrated in our efforts recently in the CA and OR spccial elcaions, our field staff is 
fully able to insure that nafe p d a  mnke good on any anangement we make with them. 
This is simply a b k  keeping hassle, but not in aayway a rraron aot to proccod. 



MEMORANDUM TO THE CHAIRMAN 

C@: SANFOFUl McALLISTER 
CURT ANDERSON 
TONY FABRIZIO 

FROM: BOB WARD 
WES ANDERSON 
CHARLIE NAVE 
.1om MlNCEY 

DATE: 11 JULY 1996 

RE: MID-MEDIA STATEWIDE TRACKS 

The mid June tracks demonstrate significant movement in the ballot tests of five large 
target states. While this is good news, the top-line ballot numbers do not tell the whole 
story. 7'hc Mid-track ballot tests show an improvement that mirrors Dole gains evinced 
in  national media poils. I n  those national polls, Dole has iniproved from a 20 point 
deficit to a 15 point deficit. Similarly, our mid-track polling shows that, on average, Role 
gained four points on Clinton in our target states. 

Actual cliaiiges within our target states ranged from a nineteen point improvement in 
Illinois to n 20 point loss in Dole ballot position vis-a-vis Clinton in Delaware. Dole 
iiiadc sigiiilicniit gains in eight states, inciuding improven~ents of 10 or more points in six 
states. The ballot test remained largely unchanged in eleven states and Dole's position 
worsened only in Delaware. 
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For the most part, it appears that Dole's ballot score changed very little. It was a drop in 
Clinton's support that explains the overall four point gain. A subgroup analysis of 
changes in Dole support on the ballot test within the top six improved states shows that 
there was no set of groups that consistently moved over to Dole's camp. Rather, the 
c h g c  iii tlic l d o t  tcst niargin sccnis to bc most rclatcd to high Clinton strcngtli on tlic 
May ballot test. States in which Clinton demonstrated ?he highest support in bhe May 
surveys witnessed the largest Clinton loses in the June surveys. In other words, Clinton 
has lost ground and Dole support has largely remained static. 

The most important and encouraging finding is that Dole's largest gains are in the larges! 
statcs. hut again. thcsc ballot tcsts rcprcscnt Clinton loses more then Dole gains. Either 
way, the baliot test movement improves our outlook on the electoral college dramatically. 

Unfortunately, though, the data shows that the media driving these ballot changes are the 
earned media events rather than our paid media. Specifically, the Filegate and 
Whitewater stories diminished Clinton's standing in the ballot test siguificantly. Among 
pcoplc who tliouglit tliosc stories wcrc truc. Uolc did niuch hcttcr on tiic ballot tcst. In 
IBct, in  sonic statcs Dole won the ballot test among voter who believe that tlic 1:ilcgatc 
story is true. The earned media about the abortion plank was also a definite positive for 
Dole, but it was not as effective at moving the ballot test as the other two stories. 

1wr::g- SImwidr. 7:irh.v 
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By contrast, the paid media failed to improve Dole’s position on the ballot test 
significantly. The Budget ad improved Dole’s standing among the people who had seen 
it in nine states, but had little or no effect in ten states and a negative effect in one state. 
The Bio ad was even less effective, It  helped Dole only in seven states, had littie effect in 
eight states. and hurt Dole in five states. An analysis of the open-ends reveals the ad’s 
prohlciii. It :ippcars t1i;it 11ic “pityquest” prohlcin. which we dcscrihcd in  the ad dial test 
results memo, was a major flaw that thwarted the ad’s intended purpose. 

Candidate Image Anaiysis 

Further evidence of the dominance of the earned media is found in an analysis of 
Clinton’s image. Overall, Dole’s favorable rating increased by a net 1. I%, while at the 
same time, Clinton’s unfavorable rating increased by a net 14.7%. The table below 
shows that movement on the ballot is more correlated to an increase in Clinton’s 
unfavorables than to an increase in Dole’s favorable rating. For example, the largest 
Iiosilivc M o t  iiiovciiiciit was SCCII in I l l i n o i s  ( a tiel movciiicnt of 19 points) - as wcll as 
the largest increase in Clinton’s unfavorable rating (up 9 points). 

This trend continues for Pennsylvania (18 points ori the ballot - 7 point increase in 
Clinton unfavorables) and California (12 points on the ballot - 4 point increase in Clinton 
unfavorables). The only anomaly occurs in Georgia where Clinton’s unfavorables 
increased by 7 points, but the ballot only moved 3 points in our direction. 

A4 
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01 I -3 2 51 66 45 45 45 
KY -4 < -2 53 64 44 50 55 
NH -5 3 58 69 54 55 43 
GA -6 7 52 63 50 48 54 
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State 1 Dole Fav (Clinton Unfavl May I June (Mvmnt 
1A I -61 -7 I -91 - I  31 -4 

As thc tablc hclow shows in l’ciinsylvania, where Dole’s favorable rating increased the 
most, Whitewater had the highest awareness (69%), followed by FBI Files (55%) and the 
Budget Ad (52%). In Colorado, where Dole’s favorable image increased by 9 points, 
Whitewater and Filegate dominate respondent awareness. Finally, in Missouri and 
Montana, where Dole’s favorability rating increased by 7 points, Whitewater (and to a 
lesser degree) Filegate were by far mentioned most often by respondents. 



. . .  

Clinton Unfavorable Rating & Ad Awareness 

Finally, to insure that ballot by earned and paid media awareness is not simply a function 
of partisanship, party affiliiation by awareness was checked. Among those who responded 
“true” to the Filegate question, on average Republicans hold a 7 point advantage. Among 
tliosc who rccall scciiiy the budget ad, on avcragc Dcniocrats Iiold a 2 point iidvalitngc. I t  
niust be noted that while the averages where fairly slim, thew is wide fluctuation between 
states. The bottom line is that there is no significant evidence that partisanship is driving 
niedia awareness over all or acceptance of the truth of the Filegate scandal. 



TO: TONY FABRIZIO 

FROM: BOB WARD 

DAfE: MAY 24.1996 
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RNC TV :30 
“Facts” 

Video 
Clip of Dem. ads 

Audio 
Big Labor, Bill Clinton and the Democrats are 
running ads l i b  these attacking Republicans. 

@” cite a d  quote 

Chicago Tribune cite and quote 

CNN calls the ads “grossly misleading.” 

The Chicago Tribune said “Flat Out Lies” 

Board 

Board 

The Facts: 
Republicans passed welfare reform which requires 
the able-bodied to work for their benefits. 

President Clinton vetoed it. 

And President Clinton and the Democrats pushed 
through the largest tax increase in history which only 
heled more wasteid Washington spending. 

Every RepubPCan voted agabst it. 

So when YQU see their misleadig ads, remember, 
it’s not what the Democrats say, it’s what they 
do. 



VI0 

You’ve heard a lot ofrhe€onc 
about the Republican budget 
Now hear some facts. 
--.--I ... -........-.. 

Spending for education, job training 
and snuienz loans goes up $25 vim. 

..... ...................... 

To get more fim, 4 1  1-800- 
GQP-FACT 

ID s 282863 

EPA spending would fund “a L1om281 
pace ofdcmment“ (New Yo& ~~, 
ApriI 26,1996) with more 

J 

Forget the rhetoric. Learn the facts. 
cell 1-80040P-FACT. 
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BEFORE THE FEDERAL ELECTION COMMISSION 

In the Matter of 1 
1 MUR 4553 
1 MUR 4671 

RESPONSE OF DON SIPPLE: STRATEGIC COMMUNICATIONS AND 
NEW CENTURY MEDIA, INC. TO SUBPOENA TO PRODUCE DOCUMENTS 

AND OFDEB TO PRODUCE WRITTEN ANSWERS 

The following general objections apply to each request for written answers (the 

"Interrogatories") accompanying the FEC Subpoena: 

1. 

and/or production of documents that are protected from discovery by the attomey-client privilege 

or work-product immunity or are otherwise privileged. To the extent that any privileged 

document is or may be produced in response to the Interrogatories, the production of any such 

I object to the Interrogatories to the extent that they call for the disclosure of information 

document is inadvertent and is not to be deemed a waiver of any privilege with respect to the 

produced document or any other document. 

2. 

supplement the disclosure of information and/or the production of documents beyond those 

imposed by the United States Code and the Federal Rules of Civil Procedure. 

I object to the Interrogatories to the extent they purport to impose obligations to 

3. I undertake to disclose information and produce documents in response to the 

Interrogatories only in the form. and to the extent, required by 2 U.S.C. 9 437d and any other 

applicable provisions of the United States Code or the Federal Rules of Civil Procedure. I object 

to each instruction, definition. question and request contained in the Interrogatories to the extent 

that each instruction. dcfinition, question and request attempts t~~~~~~~~~ 

1:,1:n 
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the form or context of document production beyond those required by such provisions or exceeds 

the scope of investigation permitted by, or conflicts with, 2 U.S.C. 5 437d and any other 

applicable provisions of the United States Code or the Federal Rules of Civil Procedure. 

4. 

or the production of documents containing proprietary information. 

5. 

I object to the Interrogatories to the extent that they call for the disclosure of information 

I reserve the right to modify the objections made herein or to assert additional objections 

to production as appropriate. 

6. I reserve the right to modi@, amend or supplement the answers to the Interrogatories 

contained herein as further information becomes available or as otherwise appropriate. 

Subject to the General Objections, and withollt waiving same, I hereby respond to the 

individual Interrogatories as follows: 

1. 
Attachment 1: 

The following questions relate to the advertisement whose text is set forth in 

a. Identify all documents related to the advertisement. 

True and correct copies of all documents related to "The Story" are labeled DS 000100 

through DS 000105 for identification. 

b. 
broadcasting the advertisement, including the identity of all persons who were in 
any way involved in the development, creation, production and airing of the 
advertisement. 

Explain in detail the RNC's role in developing, creating,, producing, and 

In the case of "The Story," there were various discussions with personnel at the RNC, 

including Haley Barbour. Ed Gillespie and Toni Josefiak over a period of days and weeks. These 

- 2 -  
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discussions progressed from discussing the concept of the ads to the actual drafting of the scripts, 

2nd then script approvals. Tony Fabrkio, who was doing the polling for the RNC, was also 

involved with development ofthis ad. As for production, the film editor was Ed Deitch; 

assistants were Anne Beyersdorfer and Jane Hurst and various persons at DC Post, the 

production facility where it was put together assisted. Individuals at New Century Media -- 

Adam Stoll, Ned Nurick and others -- would have had some minor involvement. The placement 

agency, Multi-Media, owned by Tony Fabrizio, bought time for the airing of the commercial. 

c. 
party committees, in developing, creating, producing, and broadcasting the 
advertisement, including the identity of all persons who were in any way involved in 
the development, creation, production and airing of the advertisement. 

Explain in detail the role of any other political committee, including state 

I do not recall any other political committee being involved in the development, creation 

or production of the advertisement. I do remember putting various disclaimers on the 

commercial for use by State parties throughout the country. 

d. 
regarding the planning, organization, development andlor creation of the 
advertisement. 

Identify each and every person who has knowledge and information 

Those individuals named in the response to Interrogatory i(b), above, were those 

primarily involved in the planning, organization, development andlor creation of the ad. After 

the ad was produced, I recall showing it to Elizabeth Dole. 

e. 
regarding the film footage used by tlic RNC or its agents in the advertisenlent that 
had been shot for the Dole campaign or had been used in previous Dole campaign 
advertisements. 

Identify all documents that refer to, relate to or contain any information 

While they are not in my possession, the RNC would most likely have documentation of 

the purchase of film footage from the Dole Primary campaign for use in this advertisement. 

Attachment 2 
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Adam Stoll, formerly of New Century Media, was the person at new Century Media responsible 

for those details. 

f. 
electronic message in which there was discussion of any kind concerning the sale 
andlor use of the film footage used by the RNC o r  its agents in the advertisement 
that had been shot for the Dole campaign or had been used in previous Dole 
campaign advertisements. For each meeting: 

Identify the location of the meeting, and for telephone or  other 

State the time and date of each meeting, telephone conversation, and 

i. 
electronic discussions, the location of each participant. 

I do not have any specific records or recollections beyond that information set forth i:: 

response to Interrogatory l(e), above. 

ii. 
any meeting, telephone conversation or electronic discussion. For each 
identified person, indicate which meeting that person attended, heard or 
participated in, and the date each meeting occurred. 

Identify each and every persan who attended, heard or participated in 

I do not have any specific records or recollections beyond that information set forth in 

response to Interrogatory l(e), above. 

iii. 
every meeting, telephone conversation or electronic discussion. 

Describe the substance, decisions, discussion and details of each and 

I do not have any specific records or recollections beyond that information set forth in 

response to Interrogatory 1 (e), above. 

2. 
"Surprise," "Stripes," 'I Who," "The Plan," and "The Pledge." 

The following questions relate to the advertisements discussed in Attachment 2. 

a. Identify all documents related to the advertisement. 

True and correct copies of all such documents related to the advertisements listed are 

labeled DS 0001 06 through DS 0001 52 for identification. 

b. 
broadcasting the advertisement, including the identity of all persons who were in 

Explain in detail the RNC's role in developing, creating, producing, and 

Attachment 'L-- 
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any way involved in the development, creation, production and airing of the 
advertisement. 

In general terms relating to these ads, several people would have dinner each Wednesday 

night at the RNC in Haley Barbour's office to discuss Party strategy and the ongoing campaign. 

The ads were usually a part of the discussion. These discussions would include the rationale for 
I 

specific ads, timing of when they should air, and targeting. Following those meetings I would 

write, or have other producers write, script treatments. These would then be transmitted to Ed 

Gillespie, who would be in charge of obtaining the necessary approvals at the RWC, including 

that of the legal counsel's office. The Wednesday night dinner was usually attended by Haley 

Barbour, Ed Gillespie, Don Fierce, Joe Gaylord, Speaker Gingrich, Tony Fabrizio, Fred Steeper, 

Scott Reed, and myself 

c 
party committees, in developing, creating, producing, and broadcasting the 
advertisement, including the identity of a11 persons who were in any way involved in 
the development, creation, productioa and airing of the advertisement. 

I do not recall any other political committee being involved in the development, crestion 

Explain in detail the role of any other political committee, including state 

or production of these ads. I do remember putting various disclaimers on the ads for use by state 

parties throughout the country. 

d. 
regarding the planning, organization, development andlor creation of the 
advertisement. 

Identify eash and every persen who bas knowledge and information 

While I oversaw the overall RNC effort in late Spring and Summer of 1996, other 

producers actually did some of the spots. My recollection of lead producer for each spot is as 

follows. 

"Surprise" - Mike Murphy 
Attachment 2 
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"Stripes" - Don Sipple 

"Who" - Stuart StevendDon Sipple 

"The Pledge" - Mike MurphylDon Sipple 

"The Plan" - Mike Murphy. 

All advertising scripts were approved by RNC's Office of Legal Counsel, usually by Tom 

Josefiak. Those mentioned in the response to Interrogatory 2(b), above, had the same level of 

knowledge about some aspect of the ads. New Century Media personnel and the employees of 

the named producers also have some knowledge of the ads. The production and post-production 

facilities used would also have some knowledge of the ads, as well Multi-Media, which placed 

the ads. I recall conversations with John Buckley and Gay Koops of the Dole Campaign's 

Communications Division after the ad was produced because they wanted copies of the ad to 

distribute to the media. 

e. 
regarding the film footage used by the RFYC or  its agents in the advertisement that 
had been shot for the Dole campaign or had been used in previous Dole campaign 
advertisements. 

Identify all documents that refer to, relate to or contain any information 

To the best of my recollection, these ads do not contain proprietary footage from the Dole 

campaign in them. New Century Media shot fresh footage for the RNC for these ads. 

f. 
electronic message in which there was discussion of any kind concerning the silk 
and/or use of the film footage used by the RNC or its agents in the advertisement 
that had been shot for the Dole campaign or had been used in previous Dole 
campaign adyertisements. For each meeting: 

Identify the location of the meeting, and for telephone or other 

State the time and date of each meeting, telephone conversation, and 

1. 

electronic discussions, the location of each participant. 
d 

. 2 5  
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ii. 
any meeting, telephone conversation or electronic discussion. For each 
identified person, indicate which meeting that person attended, heard or 
participated in, and the date each meeting occurred. 

Identify each and every person who attended, heard or  participated in 

See response to Interrogatory 2(e), above. 

iii. 
every meeting, telephone conversation or  electronic discussion. 

Describe the substance, decisions, discussion and details of each and 

See response to Interrogatory 2(e), above. 

3. 
coordinated, o r  in whose preparation you advised or  consulted with the RNC or any state 
party committee during the period January 1996 through November 1996. 

The following questions relate to any advertisement that you produced, directed, 

a. Identify ail documents related to the advertisement. 

In addition to the documents labeled DS 000100 though DS 000152, please see true and 

correct copies of documents labeled DS 000154 through DS 000165 for identification. 

b. 
broadcasting the advertisement, including the identity of all persons who were in 
any way involved in the development, creation, production and airing of the 
advertisement. 

Explain in detail the PWC's role in developing, creating, producing, and 

The process is the same as reflected in the responses to Interrogatories I(b) and 2(b), 

above. 

c. 
party committees, in developing, creating, producing, and broadcasting the 
advertisement, including the identity of all persons who were in any way involved in 
the development, creation, production and airing of the advertisement. 

Explain in detail the role of any other political committee, including state 

The process is !lie sanie as reflected i n  the responses to Interrogatories I(c) and 2(c). 

above.. 

d. 
regarding the planning, organization, dcvclopment andlor creation of thc 
sdvcrtiscnicn 1. 

Identify each and cvcry person who has knowledge and information 

/(" Attachment 1~ -a 

- 7 -  Page 7 of c- 



, .  , iij_ 

i -~ L i  

I i: . ... 
. .. 

See response to Interrogatory 1 (b), above. 

e. 
regarding the film footage used by the RNC or  its agents in the advertisement that 
had been shot for the Dole campaign or had been used in previous Dole campaign 
advertisements. 

Identify all documents that refer to, relate to or contain any information 

See responses to Interrogatories I(e) and 2(e), above. 

f. 
electronic message in which there was discussion of any kind concerning the sale 
and/or use of the film footage used by the RNC or  its agents in the advertisement 
that had been shot for the Dole campaign or had been used in previous Dole 
campaign advertisements. For each meeting: 

State the time and date of each meeting, telephone conversation, and 

1. 

electronic discussions, the location of each participant, 
Identie the location ofthe meeting, and for telephone o r  other 

See responses to Interrogatories l(f) and 2(f), above. 

ii. 
any meeting, telephone conversation or electronic discussion. For each 
identified person, indicate which meeting that person attended, heard or 
participated in, and the date each meeting occurred. 

Identi6 each and every person who attended, heard or participated in 

See responses to Interrogatories 1 0  and 2(Q, above. 

iii. 
every meeting, telephone conversation o r  electronic discussion. 

Describe the substance, decisions, discussion and details of each and 

See responses to Interrogatories 1 ( f )  and 2(f), above. 

- 8 -  
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I swear that the proceeding statements are true to the best of my knowledge, infomation 

and belief. 

Don Sipple I I iri 
1 ;2 

i (7 

SUBSCRIBED AND SWORN to before me this - day of April, 1998. , P* 

i i  

(p 

- 9 -  
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M E ~ O ~ N ~ U ~  FOR Ed Gillespie 
Gary Koops 
S u y  DeFrancis 
Don Todd 

IPBOM: Tony Fabrizio 
Enu Mainigi 

PUE: Thursday Lunch Meetings 

As some of us discussed last week, although we all do a lot of talking back and 
forth every day, greater communication between the RPIC and the Dole campaign on 
upcoming Dole and Clinton plans would be beneficial to all. Thursday at lunch seem to 
be a good time to schedule such a meeting since we should have a pretty good idea of our 
weekend plans by then. 

Some of the gened points that shouid be discussed at each meeting should 
include: 

a) What Senator Dole will be focusing upon in the upcoming week 
b) What we knew of Clinton’s schedule for the upcoming week and how best to 
attack 
c) What we will need in terms of productkesearch for both candidates 

So we don’t lose sight of our goal at these meetings, it is probably best if ma_n_”- 
agenda setting out specific points of discussion is sent out to everyone Thursday morning. 
Any items that need to be placed on the agenda should be faxed by close of business 
Wednesday to Enu at 408-95 1 1. 

The meeting tomorrow will be at noon in the 3rd Floor Finance Conference 
at the campaign and, of course, lunch will be provided. 

cc: Scott Reed 
Haley Barbour 
Jill Hanson 
Ed Rogers 
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Haley, we just wanted to drop you a note to give you a quick update on some of 
the results of our first Thursday lunch meeting. These products w m  specifically 
discussed as necessq  to OUT efforts: 

1 Dole V v is nModera I Our i n t e d  &le vulmercnbility 
analysis was done with the primeies in mind and our n m k  one concern was ts 
protect o w  right flank. Now9 we are constantly Wig attacked on the left. Clinton 
tiis formed a habit of pulling out a vote frem 1973 and Muting it 8s our “psition” 
on X issue. We need to do fhxthes wearch on OW votirig cecord and floor 
statements with regard to Specific issues so we c8n be ready for these attacks. Em 
and Don will coordinate on this project. As soon as its re&, we will f in i sh  the 
RNC with the Dole Issue Book (Dole-positive on all the issues). 

Gore Vote Analvsiq Mope often than not, Gore is probably going to be deployed 
as the Clinton attack dog. Although we need to keep the fwus on elmton, it is 
going to be absolutely essential that we analyze Gore’s own voting record and 
statements while in the Senate and How. Em and &lo willget together Q F ~  

determine the logical scope ofthis project and then Don S shop will get apro&cf 
together. 

State bv State Issue Analvsis Although this is apational campaign, we think it is 
still absolutely essential that we conduct an indiariddkd peview of the hot issues 
in each state. Not only must we be aware ofthe national issues that play well in a 
particular state, we need to know how specific local concern nuance these 
national issues. Curt is going to get his people to determine these stare-spec& 
issues andfinish both E m  and Don with a cow. Don b shop will then put 
together a product for usfir each state. 

Economic Data We need a quick list of up-to-date key economic statistics that 
Clinton is at all vulnerable. Ultimately, this wilI be used in part to “weak” the 
Dole economic plan so as to best highlight the differences between Dole’s plan 
and Clinton’s failures. Don wiil coordinate with Enu on getting these numbers 
over to us. 

Education Statistics We also need the latest education stats that indicate declining 
reading scores, §AT scores while at the same time money spent on education is 
increasing and the education bwaucracy is growing. Again, Don and Enu will 
coordinate on this. 
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Wasteful Swndine We have already announced OUT desire to eliminate four 
feded. agencies. Wow, however, we want to focus in on tbe smaller 
commissions, agencies. etc thar have duplicative or wastelid functions. We also 
want to get some horror stones related to wasteM govement spen-. 

Overall. the meeting was extremely productive. We had s chance to give the RNC 
folks an idea (as best we know it) of what Dole's schedule will be in the upcoming week 
and what resources we may need as well as a chance to discuss bdefly how to p h p h t  
Clinton in the next week. These regular meetings are going to b really beneficial to both 
sides in the upcoming weeks. 

Finally, we want to thank you dso for injecting Ed Rogers into this whole mix. 
He's worked very hard to get things running smootfily and we f d l y  appreciate his 
efforts. 

cc: ScottReed 
Jill Hanson 
Ed Rogers 
Curt Anderson 
Don Todd 
Gary Koops 



Memo 

TO: Scott Reed 
Jill Hanson 
Tony Fabrizio 

From: Adam Stoll 

The attached script is a first draft. 
It is currently being reviewed by the RNC. 
If you have ant comments, please get them to Don by tomorrow morning, Friday, May 24. 

- Adam 

I 
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Agency: New Century Media Group 

Client: Republican National Committee 

Producer: Don Sippie 

Title: "The Story" 

Code: RNCTV-DS-06 2 

Video: 
BD: 

VO: 

BD: 

vo: 

ED: 

QO : 

SD: 

Audio: 
We have a moral obligation to give our children an 
America with the opportunity and values we grew up in. 

Bob Dole grew up in Russell, Kansas. 

From his parents he learned the value of hard work, 
honesty and responsibility. So when his country 
called ... he answered. 

He was seriously wounded in combat. 

Paralyzed. he underwent nine operations. 

I went around looking for a miracle that would make 
me whole again. 

The doctors said he'd never walk again. But after 39 
months, he proved them wrong. 

He persevered, he never gave up. He fought his 
way back from total paralysis. 

Through hardship and difficulty. the values that 
shaped this man have given him a strong moral 
compass to lead !he Republican Party. 

The principle of work to replace welfare. 

The principle of accountability to strengthen our criminal 
justice system. 

The principle of discipline to end wasteful Washington 
spending. 

It all comes down to values. What you believe in. 
What you sacrifice for. And what you stand ~~G~~~~~ 2s , 
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DATE: June 18,1996 

TO: Scott Reed 
Jill Hanson 
Tony Fabriizio 
John Buckley 
Gary Koops 
Jill Jackson 

FROM: Don Sipple 
Adam Stoll 

RE: New RNC :30 second spot 

The attached script is the first draft on the spot we would like to produce tomorrow lo air 
at the end of this week, replacing "Even More Talk" on the current RNC national 
targeted buy. 

We will distribute a final copy of the script as soon as it is approved by the RNC for 
airing. 

Please contact either of us at (202) 789-1800 to discuss the script. 



"MORE" 
WNC - TI' :30 
VIDEO AUDIO 

ANNOUNCER 
MORE ON WASTFJUL WASHINGTON SPENDING. . . 

GFX 

DID YOU KNOW THERE ARE OVER 5 MILLJON ILLEGAL 
IMMIGRANTS IN TI-IE US? 

AND THATYQU SPEND 5 1/2 BILLION D O W  A YEAR 
TO SUPPORT THEM WlTH WELFARE, FOOD STAMPS, AND 
OTHER SERVICES. 

B&W 12 FPS FOOTAGE OF 
ILEGALS CROSSING BORDERS 

WORKERS \V/ GFX 

B.C. ~ L L  

G€X 

UNDER PRESIDENT CLINTON WAGES FOR TNE AVERAGE 
AMERICAN WORKER HAS GONE DOWN 2.5 %, WHLE 
SPENDLNG ON ILLEGALS IS UP 12.5 Oh. 

WHEN EFFORTS WERE MADE TO STOP GIVING BENEFITS 
TO ILLEGAL. IMMIGRANTS. . . B U  W O N  QPPOSED 
THEM. 

TELL PRESIDE" CLINTON TO STOP GNING B E M S  TO 
ILLEGAES, AND END WASTEFUL WASHINGTON SPENDING. 



DATE: 

TO: 

M E  O R A N D U  

July 5, 1996 

Scott Reed 
Jill Hanson 
Tony Fabrizio 

.--.Don Rumsfeld J 7 ;c 
-.John Buckley d 'Cfp - 

Adam Stoll 
._ 

RE: New RNC spot f y; I. 

1 '  I 

I .Ex 
a i  

$7 4 7-. Attached is a first draft of the script for the new HNC spot. We will produce the ad 
Monday afternoon for air in the middle of next week. " 

# ii 
P; 2 



Agency: New Century Media Group 

Client: Republican National Committee 

Producer: Don Sipple 

Titie: “Pledge” 

Code: 

Video: 
Clinton on camera. 

AUdlQ: 
Announcer: We heard it a lo! when he ran.. 

Clinton: “I will not raise taxes on the middle 
class ... (fade) I will not raise taxes on the middle 
class.” 

Headline. 
Graph-with subject in 
background. Income 
taxes up $1 15 billion. 
$25 billion taxes on social American family now pays $2,000 more in federal 
security benefits. $29 
billion more payroll taxes. 
Family shot-under 
Clinton taxes up $2,000 
year. 

Announcer: But six months later he gave us the 
largest tax increase in history. Higher income taxes ... 
increased taxes on social security benefits. And more 
payroll taxes. In fact, under Cfinton, the typical 

taxes. It‘s a lot lo pay for his broken promise. 

Clinton on camera. 

Graphic close. 

Clinton: 
twice, shame on me.” 

“Fool me once, shame on you. Fool me 

Announcer: Tell President Clinton you won’t be 
fooled again. 

Attachment 34 
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TO: Scott Reed 
Jill Hanson 
Don Sipple 
Tony Fabrizio 
John Buckley 
Gary b oops 3 QF 
Jill Jackson d p f p  

July 8, 1996 

FR: Adam Stoll 

RE: New RNC Spot 

The attatched is the newly revised final draft of "Pledge." 
It will replace "More" in the RNC media buy. 

Also, attatched is another new spot, "Smoke," which we produced today. 

The RMC will have it tornmorrow and will decide on releasing it to the press. 

If you have any questions please feel free to call me. 

Attachment 3 ' 
Page I of 2 



Agency: New Century Media Group 

Client: Republican National Committee 

Prodwcer: Don Sipple 

Title: "Pledge" 

Code: 

Video: Audio: 
Clinton on camera. Announcer: We heard it a lot when he ran ... 

Clinton: 
class ... (fade) We got to give middle class tax relief 
no matter what we do." 

"I will not raise taxes on the middfe 

Headline. 
Graph-with subject in 
background. Income 
taxes up $1 15 billion. 
$25 billion taxes on social American family now pays over $1500 more in federal 
security benefits. $29 
billion more payroll taxes. 
Family shot-under 
Clinton taxes up $1,583 
year. 

Announcer: Six months later Re gave us the 
largest tax increase in history. Higher income taxes ... 
increased taxes on social security benefits. More 
payroll taxes. Under Clinton, the typical 

taxes. A big price to pay for his broken promise. 

Tell President Clinton 
... Don't veto 
Republican tax cuts 
again. 

Announcer: TeiI President Clinton you can't afford 
higher taxes for more wasteful spending. 



BEFOlRE THE FEDERAL ELECTION COMMISSIQN 

In re Dole For President, hc, ) MUR 4553 and 
DoldKemp '96, Inc., and ) MUR 4671 
Robert Lighthizer, as ) 
their Treasurer, and ) 
Senator Robert Dole ) 

I 
AFFIDAVIT OF SCQTT REED 

I, Scott Reed, being duly sworn, depose and say to the best of my , 
knowledge, that: 

1. .. I ,  

d 

I was the campaign manager for Dole For President, Inc. 
~ 

("DFP") and DoleKemp '96, Inc. ("DoleKemp"). 
P. 

-I 2. Neither Senator Dole nor anv &mpaipn%taffof DFP or 
DoleKemp, including myself, was involved in the prodncfKon, development, or 

&tiring ofany of the advertisements at issue in this proceeding. 
:. 

3. 
("RNC") showed its advertisements to the campaign only after they were finalized 
and made public. 

4. 

As a matter of courtesy, the Republican National Committee 
' 

The campaign was dissatisfied with some of the finalized 
RNC ads that it saw. 

d CG: bisir;C+ OF @ o h  bi& 

Sworn to and subscribed 
before methis l l f  day 
oHpril 1998. 

-. 

32 
PEGGY ANN V A S Q W  

DISTRICT OF COLUMBIA 
My Commission Cqiires April, 34 YoQ2 

- NOTARY PUBu6: 
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l202)37 I -705d 

SKADDEN, ARPS, SLATE, MEPIGHER &.FLOM LLP 

I440 NEW YORK AVENUE, N.W. 

WASHINGTON, D.C. 20005-2111 

TEL: (2021 371-7000 

FAX: (202) 393-5760 

4, ; 
F ~ W ~ ~ F F ~ L I A T E  OTFICLS 

' ,  - . BOSTON 
' CMIUGO 

'.- HOUSTON 
- 

LOS ANGELES 
NEWARK 

NEW YOUR 
SAN FRANCISCO 

WlLHlNGTON 

VIA HAM) DELIVERY 

Lawrence M. Noble, Esq. 
General Counsel 
Federal Election Commission 
999 E Street, NW 
Washington, D.C. 20463 

Re: hWRs4553 a 

April 14, 1998 

d 4671 - Dole fa President, Inc., 
DoIe/Kemp '96, Inc., and Robert Lighthizer, as their 
Treasurer. and Senator Robert Dole 

Dear Mr. Noble: 

This responds to the Federal Election Commission ("FECI' or "Cam- 
mission") letters, dated February 19, 1998, notifying Dole for Presidene, Inc. 
("DFP"), DoleKemp '96, Inc. ("DoldKemp"), m d  Robert Lighthizer, as their 
treasurer, md Senator Robert Dole of the Commission's reason to believe finding 
against them. Also, enclosed is the response by DFP and DoleKemp to the Sub- 
poena to Produce Documents and Order to Produce Written Answers issued by the 
Commission in connection with these MURS. The Commission alleges that certain 
advertisements paid for by the Republican National Committee ("RWC") were 
coordinated with DFP or DoleKemp resulting in excessive coordinated expenditures 
and in-kind contributions to those presidential campaign committees. It cannot, 
however, point to any language that even resembles express advocacy or an election- 
eering message. Moreover, even if coordination between a party and its nominee 
were relevant, there was no coordination in this case that rises to the level oftrans- 
forming the RNC's advertisements into an in-kind contribution or a coordinated 
expenditure. 

- 
BEUING 

BRUSSKLS 
FRANNFURT 
HONG RONG 

LONDON . ~- 
MOSCOW 

PARIS 
SINGAPORE 

SYDNEY 

TORONTO 
Tows 
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Lawrence M. Noble, Esq. 
April 14, 1998 
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11. There Was No Express Advociicy or an Electioneering Message 

Coordination with a presidential campaign does not, by itself, 
transform a national party committee's advertisements into in-kind contributions or 
coordinated expenditures. & A 0  1985-14. Those advertisements mist also depict 
a clearly identified candidate and contain language expressly advocating the election 
of that candidate or conveying an electioneering message. See Id. 

The only actual language that the Commission's Factual and Legal 
Analysis ("Analysis") points to in supporb of an electioneering message is the portion 
of the ad, "Who" where the narrator states "Tell President Clinton you won't be 
fooled again" and the ad, "Stripes" where he states "Bill Clinton, he's really some- 
thing." Analysis at 15. Unfortunately, neither the Commission nor Respondents 
have the full text of "Stripes" or "Who." However, based on the excerpts provided in 
the Analysis, those ads do not even identify Senator Dole or refer to an election. If 
anything, they appear to merely describe the voting record of President Clinton. The 
Commission has stated that criticism of a candidate's record is not enough to consti- 
tute an electioneering message. 
cannot sustain a case on these ads or any other ad without their full text. 

A 0  1985-14. Regardless, the Commission 

As for "The Story," the Analysis does not point to any language ai: all. 
Rather, it relies on innuendo and circumstances surrounding the ads to read in an 
electioneering message that is not there. For example, the Analysis claims that "The 
Story" contains an electioneering message because some of the items discussed in 
that ad, including Senator Dole's military service and value system, were "consistent 
with the campaign strategy." Analysis, at 13. The Commission also asserts that the 
timing of the ad ( i A  that it was broadcast by the RNC at a time when DFP was 
approaching its expenditure limit) indicates &at there was an electioneering messsge. 
See Id., at 17. The courts, however, have repeatedly held that the Commission may 
not look to the context of a communication to determine whether it is governed by 
FECA but must consider the language itself. &Main Right to Life Committee, 
Inc. v. FEC, 915 F. Supp. 8, 13 (D.Me. 1996) (speaker must not be required to re- 
evaluate his words as the context of those words changes); see also FEC v. Massa- 
chusetts Citizens for Life, 479 U.S. 238(1986); Faucher V. FEC, 928 F.2d 468 (1st 
Cir. 1991). "By creating a bright-line rule, the Court ensured, to the degree possible, 

33 Attachment 
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Lawrence M. Noble, Esq. 
April 14, 1998 
Page 3 

that individuals would know at what point their political speech would become 
subject to governmental regulation" thus preserving the First Amendment right to 
discuss political issues. FEC v. Christian Action Network, Civil Action No. 94- 
0082-L, 21 (W.Dist.VA 1995). 

The Analysis in this case does not even refer to the lmguage of "The 
Story," let alone use a bright-fine test to determine whether such language would 
qualify as an electioneering message. Rather, the Analysis takes a nebulous excur- 
sion into the context of the ad where no reasonable person would be able to divine 
whether his or her speech is subject to FECA regulation. Respondents are left 
guessing as to whether their exercise of free speech may be violating FEC regula- 
tions. This is particularly disturbing given that the ad did contain clear language Qf 
issue advocacy such as "Americans take a stand: work for welfare, criminal justice 
reform, end wasteful spending, call your elected officials." 

Even if the Analysis had pointed to specific language in the ad, the 
FEC has nat yet come up with a bright-line definition of electioneering message as it 
is required to do under COUR rulings described above. In the absence c~fsuch 
guidance, the FEG must rely on the only bfight-line test it has - the test for express 
advocacy. Moreover, the Supreme Court is still in the process of considering 
whether coordinated activity should be treated any differently €rom non-coordinated 
activity. Colorado Republican Federal Campaiun Committee v. Federal Election 
Commission, 116 Set. 2309,23 19 (1 196). Thus, at the very least, the Commission 
should not proceed in this NUR until the Supreme Court has decided that issue. 

11. There Was No Coordina?ion Regarding the Ads 

Regardless of the content of the ads or whether there was an election- 
eering message, the RNC did not coordinate the ads at issue in this MUR with DFP 
or DoleKemp. The RNC created, produced, and distributed those ads without direc- 
tion from the candidate or the campaign. Seeenclosed Scott Reed Affidavit. RNC 
Press Release, and Meet the Press Transcript. The RNC had full and final authority 
over both the production and the geographic distribution of the ads. Neither Senator 
Dole nor campaign personnel participated in the production or airing o f  the ads 
except that the RNC, as a matter of courtesy. showed the ads to the campaign after 

73 Attachment 
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the ads were finalized and made public. Ssie Indeed, there were occasions where 
Senator Dole and the campaign were dissatisfied after viewing the finalized RNC 
ads. See id. 

The Analysis gives much weight to a televised ititerview that Senator 
Dole gave in Orlando, Florida on June 6, 1996, in which he said that the RMC was 
airing a sixty second ad about the "Bob Dole story." Nowhere in that interview, 
however, does he suggest that either he or his campaign staff directed or even 
participated in the production or distribution ofthe ads. Rather, the interview 
supports the contrary - that the RNC showed the ad to the campaign afier it was 
finalized and made public. 

As for Don Sipple, he and his consulting firm, New Century Media 
Group, Inc. ("New Century"), ceased being a consultant to the Dole campaign on 
March 3 1, 1996. Although he was re-hired by the campaign on June 21,1996 for 
convention-related services, he was a paid consultant to the IRNC during the time in 
between. Thus, when the ads at issue were created, produced and aired, Mr. Sipple 
was being directed by and his legal duty was to the RNC. 

Some film footage used in "The Story" had been shot for the c m -  
paign earlier by Mr. Sipple. However, the RNC made a decision independent ofthe 
campaign to use that footage in its ad and entered into an "arms-length" agreement 
with DFP to purchase that footage. The FWC purchased certain footage created by 
Mr. Sipple for the campaign at the standard industry "clip rate" of $.40 per second. 
The campaign did not contra1 what film footage was chosen by the RNC or what 
issues would be addressed by the RNC advertisement. 

There is no basis to proceed against Respondents in this matter 
because there is no language in the ads that even resemble express advocacy or an 
electioneering message. Also, notwithstanding the content of the ads, there was no 
coordination between the RNC and the campaign regarding those ads. Thus, the 
Commission should dismiss this matter. The Commission's finding against Senator 
Dole is particularly vexing because the only way that an agent of a campaign, other 
than the treasurer, can be held liable under FECA i s  if that agent knowingly partici- 
pated in a violation. 2 U.S.C. $44la(f). As described above, Senator Dole did not 
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participate in developing or airing the ads at issue in this MUR. In fact, he did not 
even become aware of the ads until they were finalized and made public by the IRNC. 

For the foregoing reasons, no further action should be taken against 
any of the Respondents. 

Respectfully submitted, 

Kenneth A. Gross / 

Enclosures 
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